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It’s a handbook with specific ideas 
about all types of manufacturing . . . 
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Smoky Mountains, has been selected as the site for the Workshop. 


Previously conducted by S.A.M. Chapters in Cincinnati, San Francisco, and Mil- 
waukee, this Workshop has gained national recognition as one of the most effective 
methods to be devised in the area of management training. It uses the "laboratory" 
method of training which stresses the technique of giving participants a chance to 
learn more about themselves and to practice leadership skills in an environment which 
simulates on-the-job conditions. The Workshop consists of three main parts: 


(1) A leadership Laboratory where groups of I5 under the guidance of a 
staff trainer study various behavior problems within the group for the purpose of 
increasing their understanding of group relations, improving skills of leadership, 
developing greater insight, and acquiring a better understanding of the behavior 


of others. 


(2) Skill practice groups, where individuals have an opportunity to work on 
job cases and to analyze human relations problems through demonstrations. 


(3) Information sessions, where the staff, through informational lectures, 
explain some of the things happening in the Laboratory group sessions and also 
bring up-to-date information on findings in the field of social science research. 


Registration fee, including tuition and all Workshop materials, is $250; room and 
meals are extra. Registrations, which are limited to 60, will be accepted on a “first come, 
first served basis." To register, or to obtain more information, write to Mr. Francis M. 


Gilman, c/o American Enka Corporation, Enka, North Carolina. 
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Management Development 


For The Space Age 


oo THE HONOR and responsibility of serving as your President during this period 
of man’s exploration into outer space makes one feel quite humble. It is certainly 
one of the most challenging periods in world history. While we at SAM are very much 
part of this outer space probe, we still have a great deal of unfinished business in the 
probing of man’s inner space. I am referring, of course, to the fuller development of 
tomorrow’s managers. Recently, Elmo Roper Associates asked some business executives 
and some economists for their reactions to the provocative issues raised by Harvard 
Professor Galbraith in his book, “The Affluent Society.” Of all the issues raised, the 
one in which both the business executives and the economists had most agreement was: 


“America’s basic deficiency in facing the future is the inadequate cultivation and 
education of its human resources. We must therefore place less emphasis on material 
production and more on developing the applied intelligence and creativeness of our 
people.” 

I believe we would all agree that tomorrow’s successful manager will be required 
to have a vastly more varied background. It goes without saying that he will need 
increased skill in scientific management. He will also have to know and understand a 
far more complex scientific world. And he will have to understand and deal increasingly 
with businessmen of other specialties and of other cultures. He will have to grasp geo- 
graphical and economic relationships in a way he has never dreamed of before. He 
may be called upon to master languages for their more subtle meanings in dealings with 
businessmen from other countries. 


How many of us could meet these requirements today? I’m afraid not too many. 
For that reason I believe we need to move immediately into two major areas: 
1. Management manpower inventory. 
An appraisal and assessment of today’s managers, followed by counseling to recom- 
mend major individual development needs. 


. Major Development and Training Program 
Provide an extended and extensive training program to help managers fill gaps in 
their experience and education. 

Some of the more advanced corporations have already gone into the full range of 
management appraisals. We hope more will do so in the immediate future. It is the plan 
of SAM to establish several pilot programs in the coming year to meet the second need. 
Under the supervision of Dr. Frank Bradshaw several fifteen-week Advanced Manage- 
ment Seminars will be undertaken in various parts of the United States. Members of 
SAM will have the opportunity of sharing in this project. 


In short, tomorrow’s fully-rounded management personality will need brains and edu- 
cation to achieve success. He will need to know this shrinking world more thoroughly 
and in more detail than he has ever known it before. The responsibility of enlightened 
leadership, therefore, will be greater than ever. More selective and rapid decision mak- 
ing and increased accountability will continue to be the manager’s prime responsibility 
to American economic life. 

We of SAM will have a real opportunity to meet this responsibility by participating 
in the Advanced Management Seminars during the coming year. 

Dause L. Bibby 
President, S.A.M. 
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| AM HIGHLY honored and _ very 
frankly pleased by the citation “Pro- 
fessional Manager” that you have be- 
stowed upon me tonight. As many of 
you know, I have enjoyed a very close 
association for many years with the 
Society for the Advancement of Man- 
agement. I have seen it grow in stature 
from very modest beginnings. I know 
of its achievements, and I am well 
aware of the very high esteem in which 
SAM is held by America’s business 
leaders. All this adds to the pride I 
feel. 


My pleasure tonight,. however, will 
not be in reminiscing about SAM, but 
father in trying to look forward with 
you into the future as a basis for each 
of you here tonight to use in building 
your own individual image of that fu- 
lure, and in identifying, on your own, 
‘ome of the boundless opportunities for 
continuing management contributions 
in that future. And, in so doing, you 
whould view these opportunities not 
only as individuals, but as members of 
SAM, whose destiny each of you has 
avery real responsibility for guiding. 


Ard what of that future? Where is 
jour future going to be — especially 
you younger men to whom it really 
telorgs? Are you going to be doing 
the same kind of work you do today? 
Or smply more of the same? Or will 
il ne 2d for that particular kind of work 
lisap sear? And if you’re going to be 
loin; a different kind of work, what 
will ‘t be? Where? And what will 
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Opportunities For New Contributions 


To The Future Of Management 


By SAM Members* 


SAM’s role be five to ten years from 
now? Do you know? Perhaps I should 
pause a minute and let you reflect. 


This growing, restless America we’re 
in is changing rapidly, with new devel- 
opments flashing across the scene with 
disturbing frequency. And change, you 
know, has a subtle quality. It comes 
upon you quietly, it creeps, and you 
pleasantly continue to operate on the 
basis of old and comfortable assump- 
tions and premises, till suddenly change 
explodes opportunity in front of you— 
and you are totally unequipped to deal 
with it because your ways of thinking, 
your concepts, your techniques are all 
geared to an age that is with you no 
more. 


Have you as yet tried to. search out 
for yourself the basic trends emerging 
in our economy? Do you understand— 
or have you even attempted to under- 
stand—the changes taking place here 
and now . ... and their future implica- 
tions both for you and for SAM? Do 
these changes perhaps require a fun- 
damental reorientation in thinking on 
your part? . . . new habits? .. . new 
attitudes? And have you made plans to 
meet the new future opportunities gen- 
erated by such changes? 


And if you really want to put your- 
self to a test, ask yourself if your think- 
ing is even tuned properly to the present 
day environment. Are there differences 
between the environment that Frederick 
W. Taylor faced more than fifty years 
ago and that which envelops us? If so, 


by Harold F. Smiddy 
Vice President—Management 
Consultation Services 
General Electric Company 


do you really believe you have altered 
your own thinking and perspectives 
sufficiently to enable you to sense, 
identify and capitalize on the many new 
opportunities that a different environ- 
ment must offer? Have you, in effect, 
actually lifted your sights beyond the 
world of Taylor? 


Let’s together look at the present 
environment, and try to envision some 
possibilities of the future. I'd like to 
first describe some trends and currents 
I sense from which you can pick and 
choose as you see fit — and add others 
you feel appropriate — as you “pack- 
age up” and build your own individual 
image of the future. Then we can 
together look at the implications of 
these future possibilities for you and 
for SAM. 


Part | — The Economy 


For a starter, let’s look at the chang- 
ing ways of that much maligned—but 
so very important — American custo- 
mer. He’s become a vacation-minded, 
traveling man. Last December air traf- 
fic to Europe jumped 25% over the 
previous December. Over the course 
of last winter, an estimated 15,000 
Americans enjoyed the skiing facilities 
of the Alps; 700,000 Americans toured 
the Caribbean. Mr. Customer has also 
become very recreation minded. Resort 
areas generally are jammed. All golfing 
records are expected to be shattered 


* Remarks on the occasion of the author’s re- 
ceiving the first’ Professional Manager Citation 
from the New York Chapter, SAM, June 4, 1959. 
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this year. Twenty-two million bowlers 
will spend $1 billion this year on that 
“little” industry. Thus, Mr. Customer 
has become a voracious consumer of 
services. 


Education is enjoying a boom and 
glamorous antibiotics and other dis- 
coveries have boosted the medical 
services share of the Gross National 
Product 17% in the last ten years... 
and that is quite a jump if you think 
about it. 


The expected increase in leisure 
time, the already demonstrated great 
enthusiasm for recreation, travel and 
education, the demand for personal 
services—such as laundries, dry-clean- 
ing, even contract maid or catering 
services at home and so on — on the 
part of growing numbers of working 
wives, and the expansion in the over 65 
age group which uses medical services 
at a high rate all combine to suggest 
that services will take an even bigger 
bite out of personal consumption in 
the future. 


All in all, the services percentage of 
the total Personal Consumption Expen- 
ditures has risen from 317.1% in 1947 
to 38.6% in 1958 and this growth can 
be expected to continue at the expense 
percentage-wise of manufactured 
goods. 


All the services industries (including 
the government and services to busi- 
ness) now account for 56% of the 
Gross National Product and this per- 
centage can be expected to rise. It’s 
probably a surprise to some of you to 
realize how far we have come from a 
peasant, back-woods, agricultural, or 
even simple manufacturing economy to 
a so-called “Economy of Services.” 


And what significant changes are 
there in employment? In 1870, 23% 
of the labor force worked in services; 
in 1920, 36%; today, 52%. There has 
been a wholesale shift from the factory 
to the services industries . . . the white 
collar is outstripping the blue collar. 


This is far from the whole story. 
Even within manufacturing firms there 
has been a very dramatic shift of work- 
ers from the factory to other jobs out- 
side the factory, such as clerks, sales- 
men, and researchers. And within the 
factory itself, the factory-hand, as such, 
is no longer dominant on the scene. 
For example, the new Ford plants at 
Cleveland and Dearborn use 1800 
fewer direct laborers, but 1000 more 
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skilled mantenance men than conven- 
tional plants turning out the same 
volume. 


Automation has been largely respon- 
sible for these shifts. But it has brought 
perhaps an even more significant 
change, very subtle and difficult to 
sense. The factory is no longer a world 
of human physical work. Mental work 
has come to the fore. Words, symbols, 
processes are the currency of the factory 
rather than human physical motion. It’s 
a new world. 


With respect to productivity, tremen- 
dous gains have been scored in the 
manufacturing sector. But the services 
industries’ record of recent date isn’t 
encouraging. Although the services in- 
dustries percentage of the total labor 
force has increased rapidly in the past 
few years, the percentage of the Gross 
National Product contributed by the 
total services industries has not in- 
creased substantially. Thus, it appears 
that the productivity of the services 
area is lagging that of the manufac- 
turing area. Moreover, the National 
Bureau of Economic Research has re- 
leased recently figures for the years 
1947 through 1957 which show that 
the annual increase in output per 
worker in the services industries has 
not matched that of the manufacturing 
worker. 


And there’s real need for a pick-up 
in productivity in services, especially if 
the country’s workers are shifting to 
this low productivity area from the high 
productivity manufacturing area. 

Moreover, since labor is a very high 
percentage of the total costs in services 
industries, recently stepped-up labor 
activity in this area could force up 
wages, which are generally very low, 
to a point where the price of services 
will become unattractive. Services in- 
dustries have already suffered from 
such manufactured products as home 


. permanent wave kits, wash and wear 


fabrics, and disposable paper napkins 
and tablecloths. 

And all these developments are 
taking place in a setting of an economy 
booming to new heights — with some 
forecasts heralding an increase of 50% 
in the Gross National Product in a 
short ten years. 


Part Il — Opportunities in Industry 


As you fill in and “package up” your 
own individual image of the future, do 
you not see these trends too? .. . an 


economy growing at a fantastic pace 
. . . the rise of the services industries 
. .. the shift of workers from the pro- 

duction line to maintenance work, andi, 
outside the factory altogether. Do yoy 
too not see a different world in the. 
factory? Even if in your picture youf 
see other trends as being more impor. 
tant, don’t you see a change? — A 
different environment everywhere in 
the economy? And doesn’t this change 
open up brand new unplowed areas for 
application of the orderly systematic 
approach — areas which didn’t exis, 
before and certainly not in Taylors 
time? In sum, don’t you too see exciting 

new opportunities? 


Will these opportunities call for the 
same kind of work you’re doing today! 
Certainly, in the factory, there will stil 
be need for the orderly, systematic ap-§ 
proach of the individual engineer and 
cost analyst. But if you’re pleasantly 
assuming they'll be doing more of the 
same kind of work, look again at your. 
own image of the future — where are 
the direct laborers to time study) 
Where are the direct labor hours to 
which to relate overhead? The cos 
analyst of the future may be facing thefl. 
question of dealing with labor as bas- 
cally a fixed cost. He will have to 
develop more meaningful measures 
than cost per unit — such as the 


petroleum industry’s cost per unit of 


time of production at a given capacity™ 
rate. 


The industrial engineer may well 
have to come to grips with the tremer- 
dous increase in maintenance crews 
required to install and service the auto- 
mated equipment and to find ways of 


distinguishing between truly contribut-§. 


ing and non-contributing elements of 


this overhead. In the new factory vs 
environment he will be dealing with ,. 


words, symbols and processes instead 
of physical motion as he seeks ways t0 
multiply mental output, instead of only 
physical output as in the past. 


But these new kinds of work in the 
factory cannot be done with the same 
tools, methods and practices we have 
today. We will need new thinking, new 
approaches, new attitudes. As a matter 
of fact, we may need to deal more if 
terms of broad principles and concepts § 
in the future, rather than with practices 
and methods. 


And we cannot wait ’til we abso‘utely 
need these new approaches befor? 
fashioning them. But who will pionett®, 
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hem now, if not you gentlemen here 
night, and organizations like SAM? 
And to really do this will it not require 
that today you raise your sights and 
focus — and that of SAM — beyond 
your current experience, beyond the 
york of simply time-study and analysis 
of physical motion? Must you not aim 
at something entirely different? 


And does your own individual image 
of the future show areas other than the 
factory as ripe for orderly, systematic 
tudy? Have we not become overly 
fascinated with factory, which is the 
very sector in which the great achieve- 
ments have already been made, and 
which progressively offers less and less 
with which to work? Do the walls of 
the factory really describe the horizons 
of “scientific managing” or does not 
iis vision extend beyond into non- 
manufacturing functions? 


The marketing man will have to 
karn to plan “smarter” and further 
into the future. He may have to learn 
how to sell “capacity” like the utilities 
ot to lease equipment. And the engi- 
neer will have to learn how to acceler- 
ate the process of translating design 
into operating equipment. 


Are not these great opportunities for 
application of the orderly, scientific 
approach? But will it be applied unless 
you today deliberately and purpose- 
uly broaden your vision, and focus 
your attention — and that of SAM 
—on these new areas? Who will do it 
if you do not? 


Port 111 — Opportunities Outside 


Does the industrial sector define the 
limits of “scientific managing”? Have 
ve not really ignored the services area, 
which has grown tremendously and 
Which has real need for productivity? 
Do not the truly wide open opportun- 
ies for systematic study and big gains 
in productivity lie in this area? 

But again, will we capitalize on these 
‘portunities unless we consciously and 
houghtfully develop now a more for- 
Ward ‘ooking attitude — in fact revamp 
tur own whole orientation towards 
‘tien tific managing” — 
proces, transform SAM, and re-shape 
lis focus, so that it is identified more 
(ep! with all sectors of the economy 
ind rot just the factory. 

Le ’s look at this services area. Some 
yster:atic study has been given to it, 
and y e’ve all noted the advances from 


and in the 


self-service, vending machines, and the 
use of computers in offices. For ex- 
ample, Pan Atlantic Steamship Com- 
pany carries cargo in truck trailers 
enabling unloading and loading of a 
ship in fifteen hours with two crews 
versus seven days and seven crews for 
a conventional ship. Yet, in the over- 
all, very little has been done. 


Why hasn’t this sector in general 
been subjected to the same searching 
systematic study devoted to the fac- 
tory? Surely one reason is the almost 
unrecognized growth of the services 
industries, as already described. But 
perhaps even more important is the 
sheer complexity of this sector... 
large numbers of people . . . great 
numbers of units, some independent, 
some part of a larger organization, and 
all geographically dispersed. 

Other unique characteristics are the 
closeness to the customer of virtually 
all productive personnel, and the con- 
sequent requirement to deal flexibly 
with such imponderables and immeas- 
urables as customer desires and needs, 
tastes, shifting wants, markets, compe- 
tition, advertising programs, discounts 
and a whole host of other seeming 
intangibles. 


Moreover, this sector was peppered 
with energetic, forceful individuals who 
proclaimed proudly that they worked 
by feel and intuition, and “couldn’t tell 
you what they did each day.” All this 
seemed to preclude systematic analysis 
and made the area seem unattractive 
compared to the factory where a prod- 
uct could be seen and results precisely 
measured. 


But let us look at this a bit more 
closely. “Product” was not really the 
basis around which the systematic, 
orderly approach in the factory was 
built, but rather it was built around the 
work process itself. And just as we 
defined precisely and rigorously the 
work of the production worker and 
analyzed its elements, so also we can 
“set behind” as it were, work in the 
services area — selling. for example, 
— to identify, rigorously define. and 
analvze its elements. Here is real op- 
portunity. 

The orderly systematic reasoning 
process as developed in the manufac- 
turing plant can be applied here. We 
can shake out the mystery and intuition, 
and substitute knowledge — just as 
we eliminated the mysteries. of the 
various crafts in the factory — and 


organize such knowledge into teach- 
able, learnable disciplines as required, 
subsequently structuring it as work. It 
will require different tools and method, 
but it can be done. 


What opportunities do you see in 


this area? I’d like to mention a few 
within four broad areas, just as illus- 
trations to which I’m sure you can add 
many, Many more. 


The First Broad Area — 
Establishing Objectives and Planning 


Of the thousands of firms in the 


services industries, there is not too 
much evidence that many have devel- 
oped — or even attempted to develop 
— clear concepts of purpose. Many of 
these businesses have grown on a 
topsy basis . 
. . . frequently starting as a one man 
operation to fulfill a specific function 
and slowly absorbing other functions 
at random without deliberate conscious 
consideration as to the “fit” of each 
new function to the business, or its 
ultimate impact on the over-all struc- 
ture. 


. . by feel and intuition 


Yet, purpose is the key to produc- 


tivity. Without such clear understand- 
ing of purpose firmly fixed in mind, 
resources cannot be precisely targeted 
and organized, and are therefore dis- 
sipated. 


In view of the many complicating 


phenomena, already described, which 
surround these services businesses, how 
can we systematically analyze the data 
_of the business, define its essential 
characteristics, and thereby identify and 
define patterns of simplicity amidst all 
this complexity as a basis for permit- 
ting the owner to clearly understand 
his business . . 
it should be? 


. and determine what 


For example, should a business be: 
Railroading, or really transporta- 
tion? 
Furniture retailing, or really home 
decoration? 
Camera supply, or really the hobby 
business? | 
Printing, or really publishing? 
With this established, how can the 
services industries be induced to plan 
. something quite foreign to these 
industries? Too many of them consider 
themselves at the mercy of environ- 
mental forces, with their only job to 
adapt to these forces as they emerge. 
But the manager of a service unit can 
plan. In particular, realizing that he is 
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an integral part of a joint flow from 
raw material to consumer, he can aid 
in sensing and establishing the common 
purposes of all the components in this 
flow — be they manufacturers, distrib- 
utors or retailers. 


Thus, he can plan for his own 
separate and distinct area in the flow 
to accomplish these overriding com- 
mon purposes. Rather than working 
against other components in the flow, 
as in the past, with the resultant build- 
ing of unnecessarily large inventories 
at certain points in the flow causing 
instability, he can plan to smoothly 
integrate his efforts with those of all 
other components in the process. In 
effect, then, the manager can become a 
governor, helping to minimize big 
swings in the flow, while contributing 
to over-all steady growth. But, who will 
help him to learn how to do this? 


Once he is convinced of the value 
of planning, how can we bring order 
to the assumptions and risks under- 
lying any plan, and to the many im- 
ponderables impacting on it in the 
services industries? How can we factor 
into the planning and budgeting recog- 
nition that building a healthy and 
sound service business takes years . . . 
that selling intangibles is a tough and 
long-term process? 


The Second Broad Area—Organizing 


Organizations that have developed 
on a haphazard basis by feel and in- 
tuition, that have a large content of 
creative, difficult-to-define or “intan- 
gible” ‘work — such as the services 
industries — are often characterized 
by a loose, ill-defined and fluid organ- 
ization of work. And what are often 
the inevitable results? Omissions, un- 
certain policies, duplication of work, 
vague measures of accountability, con- 
fusion, low productivity and high costs. 


By fashioning the appropriate tools 
and methods to “get at” and rigorously 
define the work needed to attain the 
objectives, separating it clearly from 
the unnecessary and parasitical efforts 
that inevitably flourish when there is 
no exposure to systematic analysis, we 
can substantially contribute to produc- 
tivity. And when the necessary work 
has been determined, how can useful 
and adequate criteria be developed to 
permit designing this work clearly and 
cleanly into individual positions, to 
make sure the work is known and done, 
and that duplication of responsibility, 


which literally “eats away” at produc- 
tivity, is eliminated? 

Knowledge and skill requirements 
are high in the services industries. 
There is great opportunity for sharply 
separating work into natural grouping 
and designing the different kinds of 
work into distinct positions, and thus 
using effectively such scarce skills as 
are available. Why tie up a salesman 
with paper work and adjusting accounts 
when he could be searching out new 
markets? 


Careful and rational analysis of the 
work will distill out that repetitive 
physical work and routine thinking 
which is susceptible to mechanization. 
Computers in banks today read checks, 
post, resolve individual account bal- 
ances and render statements all at in- 
credible speed. If such operations do 
not warrant purchase of a computer 
or similar machine, in a given case, 
co-operative contract-service systems, 
which will perform work on a computer 
for a number of concerns, are springing 
up all over the country. 


But the truly great promise for very 
great productivity gains in the services 
area comes from the potential of free- 
ing the creative capacity and initiative 
of all employees by structuring maxi- 
mum opportunity for creativity and 
initiative into all positions. 

Strangely, the services industries in 
large part have resisted this approach. 
For example, many retail chains still 
operate under a philosophy of central- 
ization of decision-making — at least 
with respect to purchasing and mer- 
chandising. Store managers must take 
merchandise ordered by headquarters, 
in numbers ordered by headquarters 
— and in some cases this is the only 
merchandise they can get — and they 
must display such material in precisely 
the way prescribed by headquarters, 
with specific proportions of counter 
space to be devoted to each product 
as dictated by headquarters. Prices are 
always set by headquarters. Other rigid 
requirements are established, and close 
“controls” operated by headquarters. 

Yet, it would seem that geographi- 
cally dispersed units would ideally lend 
themselves to decentralization of deci- 
sion-making. Only the local store man- 
ager and other local employees are 
truly aware of local trends in consumer 
taste and competitive pricing. Only they 
have full knowledge of other local situ- 
ations. And only they are in the posi- 


tion to make the quick decisions g 
often necessary to capitalize on shifting 
conditions. 


To deny local personnel the oppor. 
tunity to give full scope to their selling, 
merchandising, managerial and other 
talents is to deliberately undercut pro- 
ductivity—and in the process to reduce 
profits. It is simply damming up useful 
resources. 


Could we not recognize that work is 
both physical and mental, and could 
we not develop new concepts and tools 
that will permit structuring creativity, 
initiation, and decision-making into all 
positions — even to the farthest out in 
the organization structure as is consis- 
tent with availability of information, 
competence and appreciation of im- 
pact? And will this not free managers, 
both regional and local — who have 
faith that most employees will want to 
do the job right the first time once the 
common purposes have been commun- 
icated — to devote their efforts to other 
more productive work? 


But if local managers are to assume 
these more challenging responsibilities, 
they will need to develop the compe- 
tence, and assume the broader vision 
and understanding that headquarters 
personnel possess today as to the “fit” 
of the local environment into the over- 
all distribution process. How can this 


- development be best accomplished? 


With the high level of skills and 
knowledge required in these services 
industries, how can we aid all empioy- 
ees in attaining the required compe- 
tencies? How can we inspire all en- 
ployees, as required, especially those in 
outlying branches to develop the 
needed skills in market research, a¢- 
vertising, selling, and the very impor- 
tant product service, especially in view 
of the different and multiplying tech- 
nologies incorporated in new products 
hitting the market today? 

Most important, how can we facili 
tate the transfer of knowledge neces 
sary for the orderly succession of 
managerial responsibilities in so-called 
“one-man” organizations? And in al 
services industries how can we bring 


The Third Area — Integrating, 
Motivating and Communicating 
With a great number of widel’’ scat: 
tered units and employees, how cal 
those employees in distant outlets b 


ADVANCED MANAGE/AENI 


mo 
\ 
tha 
ees 
cus 
gea 
Wh 
] 
for 
ope 
anc 
mu 
mit 
the 
ass 
inf 
rigl 
The 
too 
not 
tivi 
me 
pre 
| 
ane 
ina 
fel 
ma 
tee 
chi 
pre 
mo 
Th 
pal 
log 
apy 
def 
sys 
mo 
Th 
about managing on a really profession¢ : 
basis? 
fur 


shifting 


Cppor- 
‘Selling, 
d other 
pro- 
reduce 
p useful 


work js 
d could 
nd tools 
eativity, 
into all 
st out in 
CONSIS- 
rmation, 
of im- 
anagers, 
ho have 
want to 
once the 
ommun- 
to other 


assume 
sibilities, 
compe- 
vision 
quarters 
the “fit” 
he over- 
can this 
shed? 
ills and 
services 
empioy- 
compe: 
all 
those in 
lop the 
rch, ad- 
y impor- 
7 in view 


motivated to assume work and team- 
work responsibilities voluntarily? 


What are the implications of the fact 
that a very high percentage of employ- 
ees in these services industries contact 
customers? And how can these rela- 
tionships be made more effective and 
geared to building better businesses? 
What kinds of attitudes are required? 


How can methods and tools be found 
for communicating knowledge devel- 
oped in one independent unit to thous- 
ands of similar independent units, thus 
multiplying results? How can we deter- 
wine what information is needed in 
the dispersed units, and how can we 
assure the communication of the right 
information to the right places at the 
right time? 


The Fourth Area — Measuring 


Today, frankly, even the most basic 
tools needed for work in this area have 
not been developed. How can produc- 
tivity, and value added, be defined and 
measured? How can we measure the 
productivity of a specific element of 
work, and compare it with its cost, to 


determine whether that work should be 
performed by us, or should be pur- 
chased, or whether it should even be 
performed at all? 


How can we determine to what 
extent distinct elements of work con- 
tribute to objectives? Can units, coeffi- 
cients, and index figures be developed 
to use as the necessary yardsticks? 
And, one of the most challenging prob- 
lems — how can the effectiveness of 
advertising versus personal selling be 
measured? 


And as you factor these thoughts 
into the image of the future you have 
filled out tonight, do you see these 
measureless opportunities for doing 
different kinds of things in the changing 
environment of the areas we’ve always 
worked in . . . and for forging new 
thinking in the completely unexplored 
areas — just now really opening up 
— but teeming with possibilities. 

But will you be able to really sense 
and capitalize on the individual oppor- 
tunities if you do not now raise your 
sights beyond your current experience, 
beyond the kind of work you have 


always done? Will you not have to 
change your focus and start to develop 
new approaches today — and I mean 
that literally—to successfully tackle the 
future opportunities inside the factory? 
And will you not have to broaden your 
vision if you wish to be part of the fast 
expanding world outside the factory? 


These are questions you will have to 
answer for yourself: 

As an individual, as you plan your 
own self-development; 


As a member of SAM’s New York 
Chapter, as you participate in estab- 
lishing its objectives and direction; 
As a member of SAM nationally, 
where, as future leaders, you will 
shape its future nature and thinking. 


Should not you — especially you 
younger men — and SAM, pioneer the 
younger men — and SAM, pioneer the 
new thinking, the new concepts, the 
new tools? That is for you here tonight 
to answer, and to do something about. 
And who knows, perhaps one of you 
gentlemen will be the “Taylor” of the 
next generation! 


In engineering and the physical 
ystems, however, have properties, in addition to their physical characteristics, which must be considered; for 
example, the information content of documents, points of control in the factory, data flow to and from the factory, 
and interaction of decisions on problems of lot size, routing, scheduling, temporal relationships, planned dates, 
material flow, machine processing, etc. A production system, therefore, differs from other systems in that it is 
generally large scale, involves man-machine interactions, and has variability both of input and performance. Delays 
may be due to machine breakdown, lack of tooling or material; whereas, changes in worker performance, absen- 
teeism, material spoilage, rework, etc. are examples of variability of the system operation. Fluctuating demand, 
changes in product mix, seasonal effects, delivery lags, incoming quality, etc. are examples of variable inputs to the 
production system. It is the combination of these many factors which has, in the past, precluded the use of physical 
models for production systems design, other than the actual factory. 


Simulation 


sciences, laboratories and models have existed for many years. Production 


Simulation, therefore, is an attempt to imitate the behavior of a system to study its reaction to specific changes. 


The results permit one to gain insights, test hypotheses, demonstrate or verify new ideas, establish feasibility, com- 
pare alternatives, test complex design, or train personnel. Computer simulation, however, is seldom an exact ana- 
logue of the actual system. Rather, the majority of simulations are performed on digital computers which can only 
approximate continuous, simultaneous activity. If the elements and properties of the system have been properly 
defined, then the parameters and variables can be readily controlled and measured. 
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fo simulate factory operations, then, it is necessary to have a model which provides a formal statement of the 
stem behavior. This model may be a symbolic model, a mathematical model, or merely a descriptive model. The 
model should be constructed so that the parameters, variables, and forcing functions correspond to the actual system. 
he parameters should include properties which are sufficient to define the behavior of the system; whereas the 
variehles are the quantities which describe the behavior for a given set of parameters. A forcing function provides 
the :timulus, external to the system, which causes the system to react. For example, job orders which enter the pro- 
duet‘on system cause men to work, machines to run, queues to form, etc. In this way, job orders become the forcing 
fune ion for the system. Whatever particular form is used, a model provides the frame of reference within which the 
proh'em is considered. 


Wallace E. Barnes: “Application 
of Computer Simulation to Production System Design.” 
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Te is nothing new in the concept 
of management planning and con- 
trol. It is successfully practiced in 
many owner-operated business firms 
on an informal personal basis. But, 
with the rise of decentralized compa- 
nies, operated by hired managers, a 
new feature has emerged. Management 
planning and control has become for- 
malized and accepted as a means of 
implementing company policies, objec- 
tives, and strategies for both the short- 
term and the long-range. 


The tempo toward formal business 
planning and control has speeded up 
in the past decade. While not new, 
the planning and control principle has 
now only gained wide acceptance. This 
fact is clearly evident in meetings and 
seminars of the American Management 
Association, in conferences of the Con- 
trollers Institute of America,, in meet- 
ings of the National Industrial Confer- 
ence Board, and in tons of professional 
business publications.! Equally impor- 
tant, management planning and control 
has become a specialized field, lending 
itself to systematic study, and, as such, 
is one of the fastest growing fields in 
business administration today. Now 
would seem to be the time for Univer- 
sity educators to recognize this trend, 
even though a generally accepted clas- 
sic does not exist as yet on the subject 
of “Management Planning and Con- 
trol”. 


The term itself is both misleading 
and a misnomer. Management planning 
and control does not literally describe 
the function. It does not refer to the 


A Practical Approach to 
Management Planning and Control 


planning and control of management 
but rather to the planning and control 
of the business by management. Hence, 
other names, as for example, Business 
Planning and Control, Company For- 
ward Programming, Planning, Manag- 
ing and Measuring a Business, and 
Corporate Planning and Development 
are also in common usage. Like other 
new concepts, such as the theory of 
“monopolistic competition” which does 
not refer to the competition of monopo- 
lies, the choice of the given name often- 
times leads to unfortunate misconcep- 
tions. However, the term, “manage- 
ment planning and control”, as adopted 
by the Controllers Institute of America, 
will be used and the function explained 
in the discussion. 

The purpose of this discussion is to 
explore the following pertinent ques- 
tions: 

e What is management planning 
and control? 

e Why is it significant? 

e How is it best accomplished? 


The Meaning of Management 
Planning and Control 


A formal and well-organized man- 
agement planning and control program 
bridges the responsibility of profes- 
sional management from the stated 
purpose and philosophy of the business 
to operation success — now and in the 


future. A leading exponent of the tech- - 


nique, Ralph J. Cordiner, president of 
General Electric Company, holds to the 
view that the optimum contribution to 
the economic future will result from 


by Edward G. Koch 
Professor of Business Administration 


University of Toledo 


company managements with ample 
vision “to see with some clarity and 
confidence the needs of tomorrow and 
beyond tomorrow”. 

Management planning and control, 
broadly outlined and sytematically ap- 
proached, includes: (1) the prepara- 
tion of the stated purpose and philoso- 
phy of the business, (2) the establish- 
ment of specific short- and long-range 
objectives, (3) a system of organizing 
and programming for the attainment 
of the short and long-range goals, and 
(4) monitoring, follow-up, and revi- 
sion of plans and practices as required 
by changing conditions. An essential 
aspect of the program should not be 
overlooked. Management planning can- 
not be separated from management 
organization and control. In fact, suc- 
cessful planning will result only from 
efficient organization and control. In 
short, MP & C is a full manifestation 
of the executive process — organizing, 
planning and controlling the business 
enterprise. 

When the significance of business 
planning and budgeting became appat- 
ent after World War II, the Controllers 
Institute, through its National Commit- 
tee on MP & C, endeavored to bring 
about a wider acceptance of the mat- 
agement planning and control concept 
as an aid to business stability and ‘ong- 
range profit return on capital within 

1 See, for example, Management Planning and 
Control: An Annotated Bibliography, 175 pp., 1955: 
Management Planning and Control, A Des:riptive 
Heinz Approach, 113 pp., 1957; A Case Study of 
Management Planning and Control at Gener«’ Elec- 


tric Company, 63 pp., 1956, (Controllership Fout 
dation, Inc., New York). 
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the Dusiness enterprise. Work was di- 
rected in part to improve the control- 
ler’s awareness of his responsibilities 
and opportunities in the management 
planning and control function, and also 
directed to business management in 
general to promote an awareness on 
the part of corporation executives of 
the effectiveness of management and 
control as an aid to the long-term profit 
program. 

To this end, the Controllers Insti- 
tute adopted a “Blueprint for Manage- 
ment Planning” (October 15, 1949), 
setting forth a statement of principles 
ina fully integrated system of manage- 
ment planning for executives who rec- 
ognize the needs of their companies 
and the value of the orderly utilization 
of present and proposed resources on 
the basis of the greatest measure of 
profit return over a period of time. The 
six major steps are as follows: 

1. Establishing the goals of the 
business. 


2. Forecasting conditions. 
3. Developing plans. 


4. Preparing and scheduling esti- 
mates. 


5. Controlling commitments and 
expenditures. 


6. Reporting and appraising results. 


The statement of principles does not 
advocate any detailed procedures, or- 
ganizational planning, or management 
techniques: this it leaves to the inge- 
tuity of company management. It 
ders no specific suggestions, except 
the implicit one that: the program 
should be fitted to the individual situ- 
ation. 


For making clear the coordinated 
and flexible approach, as well as the 
full meaning of management planning 
ind control, the Controllers Institute 
idvocated the following concise but 
lully adequate definition: 

“Management planning and control refers 
0 the organization techniques and proce- 
dures, whereby short and long-range plans 
are formulated, considered, and approved; 
sponsibility for execution is delegated; 
exibility to meet changing conditions is pro- 
vided ; progress in working the plan is re- 
borte:; deviations in operation are analyzed; 


ind corrective action required to reach the 
‘sired objective is taken.” 2 


Those in business and industry who 
‘uecessfully participate in the working 
of management planning and control 
linct.ons recognize the validity and 
tect'veness of the general statement 
pe ‘inciples and the definition of 
mP C, 
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Yet, there are many who misunder- 
stand the complete planning and con- 
trol concept. A sound program needed 
to provide for scientific forward plan- 
ning is not mere forecasting and check- 
ing results not bits and pieces of 
cash, profit and capital investment pro- 
jections, used for crisis decisions — 
but rather the principal emphasis is on 
the coordinated approach of short-term 
and long-range planning. 

The key to the coordinated applica- 
tion of the planning and control con- 
cept is cogently summed up as follows: 


“By these devices of control (referring to 
plans, forecasts, budgets, standards), all 
units of the business are coordinated. The 
simple triad, planning — reporting — action, 
becomes the guiding principle of the busi- 
ness. When this state of thinking has per- 
meated the organization — when this modus 
operandi has become second nature — man- 
agement potential reaches a new altitude 
and a business responds with superior per- 
formance.” 3 


In a word, management planning 
and control is a skillful balancing of 
short-term budgeting and long-range 
programming, effectively coordinated 
by managerial ingenuity in working, 
revising, and improving the plans 
toward the company objectives. 


Importance of Management Planning 
And Control 

Formal management planning and 
control in the longer-run is a means 
of making things happen which would 
not otherwise occur within the com- 
pany. It is an advanced and unique 
process, not to be confused with simple 
types of planning and forecasting hav- 
ing more limited and less ambitious 
purposes. A well-conceived and organ- 
ized corporate forward planning pro- 
gram guides the management on a co- 
ordinated basis toward making trends, 
rather than following them. 

In effect, it marks the ultimate in 
managerial skill and achievement. As 
Peter Drucker elegantly portrays in his 
book The Practise of Management, 
(New York, Harper, 1954): “Manag- 
ing a business must be a creative rather 
than an adaptive task. The more a 
management creates economic condi- 
tions or changes them rather than adapt 
to them, the more it manages the 
business.” This is a restatement of the 
Schumpeterian view in Drucker style 
of economic growth and development 
by the “perennial gale of creative de- 
struction.” This is the process of end- 
less competition with leaders in new 
products, new designs, new methods 
and new services trying to keep a step 


ahead of followers, and followers 
catching up with the leaders. 


Creative management uses the plan- 
ning and control concept as the helm 
to ride out and stay ahead of the “gale”. 


Management planning and control in 
its present most highly advanced form 
is organized formal planning and con- 
trol to achieve optimum performance in 
the development of total company oper- 
ations for the immediate and the prac- 
tical future — generally, five or ten 
years, and in extreme instances, twenty 
years. A five year period is common 
practice but National Industrial Con- 
ference Board studies show a tendency 
to lengthen the time span. More than 
two-thirds of the companies with for- 
ward programming plan from five to 
ten years ahead. This makes good 
sense, for what is being done or not 
being done today will echo back five 
or ten years from now, especially when 
you consider the time required for 
product development, market develop- 
ment, resources development, facilities 
development and manpower develop- 
ment. A comprehensive program in- 
cludes planning in all functions, divi- 
sions, products and operations, in addi- 
tion to a master total company plan 
which is more than a sum of the parts 
of the company as presently consti- 
tuted. Significantly, an overall company 
plan will readily point out the real 
advantages of programming a company 
to new products, new markets, new 
techniques of production, new methods 
of operations and new philosophies of 
management beyond anything that 
could be ascertained merely from an 
extrapolation of the current existing 
phases of the business. 


The question will inevitably arise: 
Isn’t this too much “crystal-balling” in 
the light of all of the risks of the future? 
There are many people who think so. 
However, perceptive businessmen are 
convinced that it is possible to plan 
systematically and with a fair degree 
of rationality toward the future.* Here 
is a typical example of this cumulative 
thinking in management circles: 


Clinton F. Robinson, president of Car- 
borundum Corporation says: “I subscribe to 


2 Year Book 1952, Controllers Institute of Amer- 
ica, New York, p. 87. 


3James L. Pierce, ‘‘The Planning and Control 
Concept”, The Controller, September 1954, p. 403. 


4. For a full discussion of this point, see, for 
example, Peter Drucker, ‘“‘The New Management 
Tools — and What the Manager Can Expect of 
Them, ‘“‘American Management Association, Gen- 
eral Management Series No. 176, 1955, pp. 5-7; 
also, Herrymon Mauer, “The Age of Managers”, 
Fortune, January, 1955, p. 84. 
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the view that we can, within fairly narrow 
limits, control the fate of our companies if 
we plan properly. In spite of all the un- 
knowns, uncertainties, and imponderables, if 
we analyze the situation carefully, we can 
arrive at a reasonable degree of rationaliza- 
tion. The end result is some course of action 
that has a good probability of being success- 
ful and leading us to where we want to go.” 
“The significant thing about business plan- 
ning is this: If, as individual companies, we 
do not practice it and do it well, with a 
broader concept than most of us now think 
of, we are going to fall by the wayside.” 
The principle advantage of manage- 
ment planning and control is in furnish- 
ing a guide to management decision 
and action. Complacent drifting or 
gradual, undetected slipping behind 
cannot happen. When management sees 
poor past performance, alibis are bound 
to flourish, When management sees 
poor performance in the future, forth- 


. right action is apt to be pursued. 


The objectives toward which man- 
agement planning and control should 
work, indicate the obvious benefits 
from a successfully applied program, 
and are generally established along 
these lines: (1) to improve and stabil- 
ize profits and to improve return on 
investment; (2) to bring marketing, 
advertising and sales promotion tech- 
niques up to date; (3) to capture and 
maintain an adequate share of the 
market; (4) to capitalize more readily 
on all the new developments in the 
industry; (5) to determine effectively 
the requirements for management, 
supervisory and technical personnel 
and to provide a program for develop- 
ing these people to be available when 
they would be needed in the future; 
(6) to provide more definitely for 
future fixed capital and working capital 
needs; and lastly, (7) to successfully 
effect overall integration and coordin- 
ation of planning for future growth. 


The post Korea profit squeeze, even 
with higher productivity and prices, 
forces an alert management to creative 
rather than adaptive tasks. Stagnant 
low-profit product lines must be culled 
and replaced by newer and better prod- 
ucts with higher profit opportunity. 
Many companies hesitate to face this 
issue. Creative management, however, 
recognizes that a profit improvement 
program is no longer only a year-to- 
year budget affair, but also a long- 
range challenge to stay successful. 
Consequently, a balancing of short- 
term and long-range organized plans 
is not merely desirable but indispen- 
sable for corporate health, vigor and 
growth. 
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Launching a Management Planning 
and Control Program 

The “how-do-you-do-it” question of 
management planning and control is 
highly controversial. And there is no 
point in entering any debate here. 


Perhaps, there are no two companies 
which approach the problem alike. For 
instance, some companies, like General 
Electric Company, use advanced scien- 
tific techniques, such as operations 
research, linear programming, cyber- 
netics, game theory, electronic data 
processing, and so on, while other com- 
panies, like General Foods Corpora- 
tion, depend more upon the analytical 
ability, seasoned experience and mar- 
keting ingenuity of management. 


There is, however, a first premise 
which may be drawn and which should 
avoid much debate. That is, the topic 
is best divided into two parts and 
should be so treated. Furthermore, 
these two parts will be discussed in 
terms of the best composite experience 
of those companies which have been 
through management planning and 
control rather than in terms of advanc- 
ing any particular dogmatic point of 
view. 

The first part is the relatively un- 
changing determination of the stated 
primary purposes and philosophy of 
the business and general objectives of 
the organization; this is the adminis- 
trative aspect. The second part covers 
the organization, planning and control 
framework to successfully realize the 
desired goals of the business within a 
stipulated period of time; this is the 
executive aspect.° Each of these parts 
is not singularly important, but fused 
together they solidify the planning and 
control function. 


Administrative Aspect 


Setting forth the stated business 
purposes and philosophy is often over- 
looked in the planning and control 
program. From the experience of 
others, companies can save themselves 
false starts and frustrations by making 
this the bedrock foundation of the 
program. It may also be added that 
corporate by-laws are not usually ade- 
quate for this purpose. Without a clear 
statement, the more specific plans and 
programs wander off on a tangent. 


The stated business purposes and 
philosophy should be spelled out in 
some detail. Management sometimes 
shies away from this task or sets forth 


crude definitions in absurdly fund« men. 
tal terms, such as creating the business 
for a profit. These are of no real value 
and as sole guides might lead to disas- 
trous results. A definable purpose and 
set of objectives should be built upon 
profits desired, markets to be exploited, 
the types of products and services 
which the company renders, to what 
types of customers, and with what 
obligations to customers, employees, 
stockholders, community, and the 
trade. The real nature of the business 
in the marketplace will affect selling, 
product planning, promotion, engineer- 
ing, manufacturing, and research actiy- 
ities. It must be understood, agreed 
upon and communicated through the 
organization prior to charting the future 
course of the company. 


A well-conceived statement of poli- 
cies and objectives, such as that of 
H. J. Heinz Company® is a prime tre- 
quisite for launching an effective man- 
agement planning and control program 
in the company. This published state- 
ment of Heinz is supplemented by 
“private” written statements setting out 
separately and specifically the long- 
range profit goals for (a) each of the 
Heinz Companies, and (b) the con- 
solidated Heinz organization. These 
“confidential” goals are designed for 
the working guidance of the Executive 
Committee, the Operating Committee 
and the management committees of 
each of the subsidiary companies. 


Multidivisional companies with suc- 
cessful planning and control programs 
establish long-range profit, sales, invest- 
ment, and share-of-market goals for 
each division or type of business within 
the company. The automotive and elec- 
trical goods industries are good illus- 
trations. Multiproduct companies often 
set these same goals for each product 
line. The processed food and tobacco 
industries are a case in point. In all 
instances, the short-term goals are s¢t 
to ultimately attain the long-range ob- 
jectives for market penetration, profi 
return on investment and other objec- 
tive measurements. 


Thus carefully developed primaty 
purposes, general objectives and defi 


5. See, for example, Harvard Business Review: 
H. Edward Wrapp, “Organization for Lons-Rang 
January-February, 1957, p. 37; Bruce 


Planning”’, 
“Steps in Long-Range Planning’, March- 


Payne, 


’ April 1957, p. 95, see also p. 111; David W. Ewing, 


“Looking ‘Around: Long-Range Business Planning’, 
July-August 1956, p. 135; Henry C. Thole, _ 
ing Around: Management Control, Novem 
December 1954, p. 141. 

6. See this statement in “Management reeds 
and Philosophies”, American Management / ssoci* 
tion., Research Study No. 32, 1958, pp. 114-.7. 
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site goals establish a firm set of ground 
rules for the necessary detailed function 
of management planning and control. 


fxecutive Aspect 


When the ground rules are firmly set, 
the actual practice of MP&C, as previ- 
ously mentioned, may vary among 
companies, and sometimes rather wide- 
ly. Notwithstanding, for the individual 
company there is a program of formal 
planning and control which when fully 
developed is destined to turn the stated 
purposes and objectives into a reality. 


From the composite experience of 
companies with forward programming, 
we know that the successful launching 
of such a program depends upon cer- 
tain fundamentals, in addition to well- 
conceived primary purposes and gen- 
eral objectives. These requirements will 
now be briefly sketched. 

1. The president of the company 
must be highly enthusiastic in his sup- 
port and must be willing to spearhead 
an organized MP&C program. Other- 
wise, it is doomed to failure before its 
start. 

2. An educational period of roughly 
ix months should be spent in explain- 
ing the proposed program to the entire 
key management organization. This is 
a vital step for total support. Manage- 
ment levels down to department heads 
will then have a uniform understanding 
of the planning and control system and 
how it may affect their decisions and 
actions. 

3. An introduction period of about 
ix months may be occupied in parcel- 
ling out the programming task to divi- 
ion or department managers. A slow 
methodical painstaking start will actu- 
illy save time and improve the results 
inthe long-run. Responsibility manage- 
ment will not be bogged-down in the 
complexities of the program, will not 
be unprepared in adjusting their organ- 
zations for the effort and will not spend 
a1 abnormal amount of time on the 
of MP&C. The program 
night be started by requesting each 
profii center manager to prepare sales 
projections of existing products for a 
iesignated time span, accompanied by 
heir analysis of markets, types of cus- 
lome s, present and potential competi- 
lon. Then at a later date, the following 
may be introduced piece-meal: profit 
ind | ss projections, manufacturing re- 
quire nents, investment needs, man- 
Powe- forecasts, new products and 
Ptoje ts, and so on. 
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4. Planning and control means 
management by objectives and manage- 
ment by participation. Consequently, 
the operating executives of the divisions 
or departments should do the major 
share of the actual programming. In so 
doing, the work is accomplished where 
the greatest specific experience is 
lodged. Furthermore, it is less likely 
that any facet of the business will be 
overlooked. “Bottom-up” planning in 
multidivisional companies is best 
achieved under fully decentralized ac- 
counting as Chrysler Corporation and 
others learned the hard way. The tools 
of management belong with the respon- 
sibility of management. 

5. Senior management should pro- 
vide for the coordination of program- 
ming into a master plan. When this is 
first put into operation, the functions 
of product planning, marketing, re- 
search, manufacturing, finance and 
other functions must be carefully dove- 
tailed by divisions and product lines 
into an overall company plan. 

6. Short-term and long-range goals 
should be established on a realistic 
basis. They should be neither too high 
to upset morale nor too low to become 
a cropper in the other direction. Im- 
provement must be down-to-earth in 
terms of what other companies are 
achieving and the capabilities of the 
individual company. The goals should 
be within reasonable attainment and 
management should know of the ob- 
jective measurements by which they 
will be judged. 

7. Short-term and long-term plans 
should be tied together. One of the 
significant attributes of long-run plan- 
ning is the perspective it gives to annual 
budgeting. Fiscal year planning has a 
tendency to become merely a historical 
projection until it is given real meaning 
in relation to the long view. According 
to the Heinz Company, the meshing of 
these plans saves you from “growing 
like Topsy” and avoids “fire-engine” 
decisions. 

8. Long-range planning should be 
highly flexible according to changing 
conditions. Even a five-year plan rigid- 
ly adhered to could lead to ridiculous 
ends and subsequent abandonment. 
Most companies use a sliding period, 
adding one year and dropping another, 
modifying the concept of the future as 
required. 


Attention is now directed to the 
specific phases of organization, plan- 
ning and control. In the previous dis- 


cussion of the necessary safeguards to 
launching a successful program, some 
of the points already have been cov- 
ered. Others should be touched on now. 


Organization 


Since forward programming is a 
recognized and important function of 
management, inherently top-manage- 
ment, in the person of the president or 
the chairman is responsible for its 
direction and coordination. Group or 
joint action is indicated by many com- 
panies in the form of executive com- 
mittee, planning committee, forecasting 
committee, or central control staff as 
the source of direction and guidance 
for planning and control activities. But 
in all these instances the president is 
either a member of the group or the 
person to whom the committee is re- 
sponsible. 


Quite a number of companies have 
full-time staffs for management plan- 
ning and control. In any event, the 
most important staff functions are coor- 
dinating the individual plans into mas- 
ter company plans, as well as economic 
forecasting and analysis. The total 
company plans generally include for 
each division and department, and 
product lines, if possible, the following 
projections: total market, share of mar- 
ket, sales, costs, and profits, return on 
investment, total assets employed and 
other pertinent factors. 


Outside consultants are often used 
for guidance particularly in launching 
forward programming techniques and 
in evaluating their effectiveness. Fre- 
quently, companies employ outside 
consultants for periodic independent 
and objective appraisals of their mar- 
keting, finance, product development 
and administrative methods. Roughly 
one-half of the companies in a Confer- 
ence Board study employed outside 
consultants in some phase of their man- 
agement planning and control opera- 
tions. In no case should an outside 
consultant or economist develop a 
company plan and hand it to the top 
management; this is an abdication of 
prime executive responsibility; besides, 
it won’t work. Planning and control is 
a tough job that cannot be avoided by 
top management. 

In a number of companies with 
planning and control programs, the 
president works with another top exec- 
utive, such as the assistant to the presi- 
dent, the financial vice-president or the 
executive vice-president. According to 
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a recent survey by the National Indus- 
trial Conference Board, the officer, 
next to the president, most frequently 
reported as being singularly responsible 
for directing and coordinating forward 
programming, is the controller.’ 


The planning phase is best treated 
in two steps: 

First, background data, past history 
of existing products, an appraisal of 
the factors which influence them and 
related economic projections should be 
the starting point. Then detailed prod- 
uct projections should be developed in 
terms of sales, profits, market pene- 
tration, return on assets, investments 
and other pertinent trends. While plan- 
ning techniques differ from company to 
company, it is important to keep in 
mind that our tool kit of economic 
analysis, business information, market- 
ing data, consumer surveys, expecta- 
tions studies, and national income sys- 
tem of accounting is bulging over. A 
company’s ability to plan ahead de- 
pends in part upon the skill with which 
these tools are put to work. 


When the projections of existing 
products and operations show the de- 
ficiencies from long-range company 
goals, the second step of planning be- 
gins. In this step, new products, new 
functions, and new projects are taken 
into account for attaining the company 
goals established, and for checking with 
the company statement of primary pur- 
poses and general objectives so as to 
keep all controlled activities on the 
track previously determined to be most 
desirable. In the main, specific pro- 
grams which may develop throughout 
the organization will not be totally new. 
For the most part, they will be former 
programs in product planning, product 
development, market research, finance, 
research, manufacturing and selling 
with new life, new enthusiasm, new 
objectives, new meaningfulness, and 
new coordination. Approved long- 
range programs are developed for the 
practical future as the company sees 
it, and correlated with the short-term 
operating plan. 


Control 


The success in administering and 
controlling planned programs is not so 
much a matter of technique, as it is of 
management itself. Referring to the 
accomplishments of General Motors 
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Corporation, Mr. Harlow Curtice, pres- 
ident, had this to say: “The most im- 
portant single element responsible for 
our success has been management — 
our organizational approach and atti- 
tude of mind”. 


What he meant was this: the Gen- 
eral Motors management understands, 
accepts and operates against plans, ob- 
jectives and goals rather than against 
supervision. Very few businesses either 
fully understand or have adequate con- 
trols for this major control problem in 
the modern management scene. Fur- 
thermore, a creative management ex- 
cels in the qualities of forward think- 
ing, return on investment mindedness 
and a positive approach. These quali- 
ties reflect the all-important “attitude 
of mind”. 


More and more companies are sub- 
scribing to the thesis that any program 
really worth having requires an objec- 
tive measurement for the control of the 
program. Accordingly, General Elec- 
tric Company is developing short and 
long-range goals for its particular con- 
trol requirements in return on invest- 
ment, share of market, productivity, 
product planning, personnel develop- 
ment, employee attitudes, and cor- 
porate citizenship. 


For administrative purposes, many 
companies find that an annual or semi- 
annual review of management planning 
and control is desirable. At such times, 
the projections are up-dated and strate- 
gies developed for a new “moving 
period” according to the selected time 
span. For the most part, such reviews 
are conducted at profit and capital 
budget time so as to blend short and 
long-range planning together and to 
take any necessary corrective actions. 


Conclusion 


A concluding reference should be 
made that management planning and 
control, when it is done well, insures 
a prosperous company future in an in- 
tensive competitive environment. The 
remarkable post-war development of 
the Ford Motor Company is a classic 
example of this point. 


Management planning and control is 
not merely a basic tenet of good busi- 


ness management; it is not merely fore-. 


casting for its own sake, nor merely 
checking and analyzing results; it is 
much more comprehensive by empha- 
sizing the coordination of plans. In full 
operation through the entire organiza- 


tion, it means the orderly coordiration j 
of accepted plans and secured coitrols § 
to definite predetermined objectives. It} 
means that every activity in the busi-] 
ness is working on a coordinated basis | 
toward the attainment of those specific fF 
goals. The effectiveness of the planning 
and control program is not measured | 
by the accuracy of long-term forecasts, } 
but by the sustained managerial effort 
and achievement toward the corporate 
objectives established. Out of this, su- 
perior business management perform- 
ance results, like that of General Mo- 
tors Corporation and the du Pont 
Company. 

Successful forward planning pro- 
grams are not merely confined to lead- 
ing or large companies. The recent 
National Industrial Conference Board 
survey, previously mentioned, discloses 
that about three out of four companies 
of various sizes and in various indus- 
tries are convinced that formal com- 


pany programming is essential and pays - 
off. ng 
: tion 
Management planning and control is ois 
gaining ground but not yet fully ac-§,. . 
cepted. It is true, that at best, this ie 
function is no better than the com- to] 
pany’s ability to plan for the break-§ 
through to the future and then act,§...,. 
which is up to management. Then too, § 
management may get too imbued with § 1. 
the statistics or interpret them to fitg 
preconceived ideas. But the greatest ie 
single problem seems to be that too tent 
many managers spend all their time in 
the hurly-burly of current operations § 4 
and profits. hon 
A prominent educator once said that §°™ 
American businessmen usually spend ive 
so much time on things that are urgent §"™" 
that there is no time left to spend on The 
things that are important. One of these 
important things is management plan- § 
ning and control. os 
7. The Conference Board Business Record, “ 
October 1956, p. 439. the 
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(Se HUMAN side of managing is 
based on philosophies! that are put 
into practice by actions. One is “think- 
ing”, the other is “doing”. Good inten- 
tions poorly carried out may accom- 
plish little worthwhile. In fact, it can 
be assumed that most of us want to do 
what is right; that we believe and try 
to practice the Golden Rule; that our 
mistakes in human relations are not 
caused by intent to do wrong. If you 
accept these as true, then it follows 
that we should attach as much impor- 
tance to our methods for carrying out 
our intentions as we attach to the in- 
tentions themselves. 


A few years ago this was brought 
home to me when we tried to upgrade 
some cutter-grinders. There were sixty- 
five men in a fenced-off enclosure 
sharpening tools used in a large shop. 
These men were paid a straight hourly 
tate, which was low compared to the 
pieceworkers operating production ma- 
thines. When the need came for more 
production workers, the opportunity to 
get higher earnings was first offered 
the cutter-grinders. It meant a change 
tom day-work to piece-work; a change 
fom one foreman to another (both 
Orermen were well liked); a change 
fom work inside a fenced enclosure 
0 the open factory floor; and an in- 
trea-e in earnings in the order of 30%. 
All cf the men, to whom the offer was 
mad, turned it down! Why? Probably 
beca ise of a distrust in the intentions 
of Management; a belief that the move 
Was 1 threat to their security. The re- 
‘stance of these men to a move that 
Woull help them, brought into sharp 
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For Management Engineers* 


relief what we can take as our first 
principle. 


Principle No. 1 


It Is Not Enough for Managers to Be 
Well Intentioned; Others Must 
Recognize Their Good Intentions 


To some extent there is danger in a 
statement like this. Unprincipled man- 
agers could use the tools of the propa- 
gandist to create an illusion of good 
intention to cover bad intention. It is 
my belief, however, that in our Ameri- 
can business world of today, the much 
more serious danger lies in employees 
believing that their managers have bad 
intentions when the facts are just the 
opposite. 


I saw a letter a few weeks ago with 
this opening sentence: “All of us realize 
that you want to cut our pay and take 
away our jobs, but there is something 
else I think you should know”. This 
was a letter from an employee to his 
General Manager. Strangely enough, 
the content of the letter was intended 
as a constructive suggestion and the 
opening sentence was not related to the 
other matter in the letter. It was simply 
stated as a beginning; the kind of state- 
ment a man might ‘make to let you 
know that he understood what you 
were trying to do. In that particular 
case, Management was trying to pre- 
serve job security for the employees by 
a number of constructive improve- 
ments. But all that some employees 
could see was the short-range loss to 
them of fewer jobs as better methods 
were introduced; less pay as needless 
overtime was cut out; and greater 


Human Values 


by Louis E. Newman 
President, Smithcraft Corporation 


chance of discipline if they did not do 
their work. They did not see the long- 
term gain to all employees in future 
years. They did not recognize the good 
intentions of the boss. 


It isn’t only the employees who must 
recognize the good intentions of a 
Manager. All of us have seen the mer- 
chants, the mayor, and the clergy of a 
town turn against a Management dur- 
ing a strike. No matter how good the 
intentions of the Management, it mat- 
ters little unless others believe them to 
be good. How to gain acceptance of 
good intentions is the basis for our 
second principle. 


Principle No. 2 


Use the Soft-Sell Approach; 
Its Results Are More Likely to 
Outlast the High-Pressure Methods 


By “soft-sell” is meant an appeal to 
reason slowly and carefully built up 
over a long period of time. “High- 
pressure” selling, on the other hand, 
is aimed at arousing the emotions. A 
wildcat strike is often triggered by an 
emotional storm. But there is some- 
thing sobering about marching up and 
down as a picket in front of a plant 
which employees believe is managed 
by well-intentioned men. The solid con- 
fidence of an employee group is best 
earned through proper actions care- 
fully and continuously interpreted to 
the employees. There is evolving a 
science of “communication”. Its aim 
is to interpret facts and promote under- 

*A talk presented at the 14th Management 


Engineering Conference sponsored by ASME and 
SAM at New York, April 23, 1959. 
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standing among all those to whom a 
business has a responsibility. 

We need to help our employees 
“count their blessings” in areas like 
these: 

—their freedom of choice of em- 

ployment, 

—the steadiness of past employ- 

ment, 

—the opportunities for advance- 

ment, 

— the benefit plans of the Company, 

and their value to each employee, 

—the adequacy or excellence of 

working conditions, including, 
light, heat, ventilation, and pro- 
tection from toxic materials, 

— the safety on-the-job compared to 

off-the-job, 

— the good intentions of the Com- 

pany’s Management. 

In telling employees about a Com- 
pany there is an important principle 
to be followed in order to build credi- 
bility. 


Principle No. 3 
Tell Employees Things That They 
Can Quickly Check for Themselves 


Most employees can’t tell the differ- 
ence between what Management knows 
to be true, and what it thinks might 
happen. They have no way of distin- 
guishing between promises and expec- 
tations; promises of steady work based 
on backlog of orders (they know that 
orders can be canceled), and expecta- 
tions of steady work based on improv- 
ing economic conditions. I was not 
sufficiently mindful of this principle a 
year ago when I told our employees 
that “it looked as if we would have 
steady work for most of them in the 
year ahead”. Mathematically my pre- 
diction was probably true, but you 
would have a hard time convincing our 
employees of it! What happened was 
this: We normally have a sharp rise 
in orders immediately after the first of 
the year. Last year we had it, but it 
was delayed by the recession some six 
or eight weeks and was lessened in 
amount. The result was that our in- 
ventories built up so rapidly that we 
had to lay off about 10% of our work 
force. In the employees’ minds I was 
wrong — and whether I am wrong 
about a fact or a prediction makes no 
difference. Too many of them see 
things in the simple light of black or 
white; grey areas are too complicated. 

In the future I intend to do more 
predicting to employees in the areas 
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within the control of the Company and 
less in the areas outside the control of 
the Company. For example, we erected 
a large sign on the plant advertising 
our fluorescent fixtures. Just before 
erection started we announced it to the 
employees. They could thus see us car- 
rying out our promise. Similarly we 
told them in advance, but only a short 
time in advance, of our plan to build 
a parking lot; of our plan to number 
the buildings; of a re-arrangement of 
the assembly floor. Our attempt is to 
create in their minds that we will per- 
form at least equal to our promise. 
They will form this opinion only if they 
see a close relation to promise and per- 
formance. 


One other important factor in im- 
proving relations with employees is 
accomplished by this practice. It can 
be stated as a principle. 


Principle No. 4 


Give Employees a Sense of 
Participation in Changes 
Affecting Them 

This principle in no means is in- 
tended to take away from Management 
its right to manage. In no sense is it 
intended to suggest committees or other 
ways by which managerial effort is di- 
luted or impeded. Instead, it is a rec- 
ognition of people’s natural resistance 
to change. 


About fifteen years ago I was man- 
ager of an office in which we had seven 
antique typewriters. Without consulting 
the typists I ordered seven handsome 
electric typewriters. These were deliv- 
ered and plans made to give the girls 
the minor retraining necessary so that 
they could learn to use the new ma- 
chines. You’ve probably guessed what 
happened! I had an insurrection on my 
hands. Two of the girls bluntly refused 
to take the new typewriters. Of course, 
in the end, all of the girls took the new 
machines, and after a few months 
would have rebelled had we given them 
back their old machines. But what an 
important lesson I learned! I could 
have saved all of us time and temper 
if I had in advance gone over with the 
girls what was being planned with 
them. 


The typewriter episode is a simple 
one, but the principle is broad. It 
should be applied as broadly as pos- 
sible to every change affecting em- 
ployees; organization change, physical 
change, compensation change, product 


change, facilities change, there are 
probably few if any changes that should 
be excepted. 


The preceding principles lie in the #} 
areas of persuasion. They are methods 
of making management’s good inten- 
tions known to the employees. They 
are ways management can try to earn 
the willing acceptance of its leadership, J 
Sometimes these are not enough. Some- @ 
times relations between employees and 
their managers have been bad. The 
poor relationship may have been 
caused by factors within or outside of 
the control of management. But this 
does not lessen the need to improve 


the situation. So we come to some 


principles in the area of conflict. 


It is an old rule of military strategy § 
that conflict is apt to occur when oppos- 
ing forces approach equal strength. 
This rule may be just as well applied 
to an industrial situation. 


Principle No. 5 
Conflict Can Be Avoided If the 
Opposing Forces Are Kept 
Unequal in Strength 

We have just had a strike. Its or 
gins reach back many years, but there §, 
were indications becoming apparent a 


year or more ago that we might be§j,; 


headed for a strike. A year and a half 
in which to establish a sharp change 


‘in management-employee relationships 


was not enough time to avert the strike, 
although it was time enough to keep §* 
the strike short in duration and settled 
without the deep scars that often follow 
a strike. What we did and what we 
failed to do may help others under- 
stand their own situations. The fill 
appraisal of our own efforts cannot be 
made for several years to come. So 
part of this is theory and part is fact. 


When management is strong and le 
bor weak, conflict is unlikely. Many 
years ago Henry Ford could have said 
to strikers, “I can afford to let this 
strike go on indefinitely, but can you?” 
It was many years before labor's 
strength was great enough to challenge 
Henry Ford. 


Conversely, when management has 
felt much weaker than the Union rep- 
resenting its employees, threatened 
strikes are apt to be settled quickly 
by management’s “giving in”. In out 
case, we had had relatively peaceful § 
relations with the Union for many 
years. One of the reasons for this was 
that they felt stronger than we were. 
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e needed the Union label on our 
juorescent lighting fixtures, and our 
management, in order “to keep peace 
in the family” usually acceded to the 
emands of the Union. Gradually, over 
he years, the incentive plans became 
ose, extra people got on the payroll, 
atherbedding became prevalent. In 
sod times extra costs can be tolerated. 
in bad times extra costs provide leaks 
in the industrial ship that can sink it. 


Dr. Irwin Schell of M.I.T. has said 
that you can have change without im- 
provement, but you can’t have improve- 
ment without change. We have been 
making changes of personnel and 
changes in philosophy during the last 
yar and a half that have greatly 
trengthened our management organi- 
ation. And the Union has been testing 
this strength each step of the way. 
While we have been shaking out extra 
wsts; cutting out needless overtime; 
ightening up standards; and installing 
better methods, the Union has proc- 
essed a series of grievances through to 
ubitration. The extent to which they 
went to test our strength is illustrated 
by one arbitration over our right to 
lease a fine but decrepit old lady of 
eventy-eight years of age! The open 
break, represented by the strike, simply 
ignalled that the opposing forces now 
flt about equal in strength. In fact, 
me of the local Union leaders com- 
mented to one of our supervisors in 
explaining the reason for the strike, 
‘We thought it was about time we 
knocked the big guy down to size”. 


What of the future? If we do our 
job of managing well, and our employ- 
ees recognize it as such, we should be 
ible to build up such an acceptance 
of our leadership that collision will not 
re-occur. It is less apt to re-occur if we 
can keep the adversaries mismatched. 
And we must do this by making man- 
awement strong, not by attempting to 
weaken the Union in any way. 

There are principles we can follow 
that should help us maintain our 
trength. 


Principle No. 6 
In Disputes With the Union, Give 
Shor '-Term Gains in Return for 
Lon:-Term Gains; Give on the 
Emctional Issues in Return for the 
Non-Emotional Issues 

Union officers hold political office. 
The: are elected to their jobs and must 
tn for re-election periodically. And 
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Likewise, linear programming is merely the name for a mathematical technique for 
obtaining reasonably accurate answers to problems which we industrial engineers used 
to approximate or roughly solve by qualitative methods. | see no reason to consider this 
a new field, no reason to give it a new name and no reason for not weaving the use 
of these procedures into whatever type of industrial engineering activity for which 
they may be used. Indeed, we shall only defeat our objective of progress and further, 
destructively splinter our industrial engineering profession, if we do not add them to 
our body of industrial engineering knowledge. 

Marvin E. Mundel: ‘‘Linear Programming for the Industrial Engineer.” 


you can be sure that the members they 
serve are not satisfied with long-term 
promises. They want results! Now! 


An understanding of this principle 
helped us settle our recent strike. The 
short-term highly emotional issue that 
had excited our employees involved 
the discharge of some employees who 
had participated for the second time 
in a wildcat strike. The long-term 
issue involved the introduction of new 
methods and a modified compensation 
plan. It was our belief that we could 
win both issues at arbitration, but at 
the cost of a prolonged strike and an 
embittered employee group. We be- 
lieved that our Union officers were well 
intentioned and that we could strength- 
en our own position if we made major 
concessions in bringing back to work 
the discharged employees. (Bear in 
mind that their offense was of a politi- 
cal nature.) We agreed to a lesser dis- 
cipline than discharge and in return 
got acceptance of the long-term issue. 


The strike brought out the final prin- 
ciple we will discuss at this time. 


Principle No. 7 


No Law Is Stronger Than the 
Willingness of People to Enforce It 

Perhaps you thought of Prohibition 
as an outstanding national example of 
this principle. Our strike gave us an 
example much closer to home. Its dura- 
tion was only a week, but it was a 
“wildcat” — that is, it was a strike in 
violation of a no-strike clause in the 
Union contract. 


The contract provides for a step-by- 
step procedure to settle a grievance 
with arbitration as the final step. In 
our case the Union took the first step 
in the grievance procedure then walked 
out. The Company took the position 
that it was willing to have a neutral 
third party decide every issue; not only 
who was right, but what discipline, if 
any, should there be. The Union took 
the position that they would not arbi- 
trate any of the issues. 


Here was a strange position. We, the 
Management, felt we could win every 


issue. The Union leaders, speaking off- 
the-record, agreed we could win every 
issue. So here we were with a work 
force feeling they were morally right 
even if legally wrong. 


In theory, the employees are pro- 
tected by the “no lock-out” clause in 
the contract; the Company by the “no 
strike” clause. In fact, however, the 
lock-out is a most unlikely tactic for a 
company to take, and the no-strike 
clause may be more of a protection to 
the employees than it is to the Com- 
pany. In our case the employees re- 
fused to enforce the no-strike clause 
even though it meant loss of pay to 
them. To some extent they were not 
enforcing their own law. 


The strike is the dramatic disregard 
of an agreement. Less dramatic, but 
equally unmindful of a contract, is the 
insidious “slow-down” that many in- 
dustries have experienced in one way 
or another. 


Agreements are worth little unless 
they are willingly followed by both 
parties. 


Conclusion 


Each of these principles can guide 
the actions of a Management as it seeks 
to carry forward its programs. They 
can be summarized by our stating: 

— Let Management’s good inten- 

tions be recognized. 

— Use low-pressure persuasion. 

— Predict the happening of things 
that the employees can easily 
check for themselves. 

— Give employees a feeling of par- 
ticipation. 

— Realize that inequality of strength 
is a means of promoting sound 
labor relations. 

— Exchange short-term satisfactions 
for long-term values. 

— Follow the principle that a rule is 
no stronger than the willingness 
of employees to obey, and, hence, 
enforce it. 

These are guides to action. They are 

ways by which thoughtful Managers 
can give life to their philosophies. [J 
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Industrial Technical Intelligence 


hip SKILLS and principles of ‘techni- 
cal intelligence’ are useful in busi- 
ness planning for the prediction of long 
term competition and customer trends. 
The complexity of modern business and 
the catastrophic cost of failure resulting 
from technological errors focus atten- 
tion on the need for good iniormation 
and predictions. 


This discussion should be prefaced 
with a brief analogy between a military 
and a business operation. No doubt 
those who have served in the Armed 
Forces and are familiar with various 
phases of intelligence and its applica- 
tion to military activity will recognize 
the similarity. Business experience has 
demonstrated the value of good pre- 
diction criteria in making day-to-day 
and long term decisions. 

If a field army is compared to a large 
multi-product, multi-plant corporation, 
striking similarities become apparent. 
(Fig 1). 

How does the intelligence function 
fit into the military and into industry? 

Military intelligence is made up of 
four basic units: 

Tactical intelligence (S-2) 

Strategic intelligence (G-2) 

Political intelligence (State 
Department) 

Economic intelligence (National 
Security Council) 

Each phase of the intelligence oper- 
ation provides the field army comman- 
der with a portion of the knowledge he 
needs to judge the enemy and the battle 
environment, He bases day-to-day deci- 


... Tool for Long Term Planning and Prevention of 
Technological Surprise 


by E. Ralph Sims, Jr. 


Consulting Industrial Engineer, 
Lancaster, Ohio 


FIGURE 1. 


FIELD ARMY 


CORPORATION 


Organization 


The field army is made up of a 
group of semi-autonomous, operat- 
ing units with varying objectives— 
combat teams. 


The corporation is made up of sev- 
eral divisions with varying organi- 
zation and objectives. These are the 
plants or operating divisions. 


Leadership 


The military organization structure 
is determined by plan but the per- 
sonality of each commander and 
his knowledge and skill have a great 
bearing on his success in action. 


The management of each company, 
plant or division, although guided 
by policy, is dependent upon the 
skill and personality of the people 
involved. 


Environment 


A knowledge of the environmental 
condition (i.e., political and stra- 
tegical military intelligence) has a 
great bearing on the order of battle. 


The economical and business en- 
vironment in which a company 
operates, determines its course of 
action in a competitive economy. 


Tactical Intelligence 


Tactical intelligence provides the 
field army with a knowledge of the 
enemy’s deployment and intentions. 
This intelligence is gained from 
reconnaissance, public utterances 
and discussions with members 
(prisoners) of the enemy’s army. 


Marketing information sets the 
sales approach and marketing tac- 
tics gathered from reconnaissance 
(market research) public utterances 
(advertising and trade papers) and 
conversation with the competition 
and the customer (salesman). 


Technical Intelligence 


Technical intelligence provides field 
army with knowledge of the 


enemy’s capability and prevents - 


technological surprise, also initiates 
the knowledge of necessary counter 
measures and inspires research. 


Technical intelligence in industry 
avoids technological surprise, pro- 
vides a basis for investment and 
research planning and provides 
ideas for competitive counter meas- 
ures. 
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ions On a knowledge of the overall 
trategic, economic, and political back- 
round. Long term plans for campaigns 
we based on information received 
rough Strategic Intelligence, with at- 
ention to the economy and political 
environment in which he must operate. 


The corporation president is in 
omewhat the same situation as the 
ield army commander. There are vari- 
us economic advisory services and 
political information sources which give 
him a broad knowledge of the political 
ind economic environment in which 
te must operate. His market research 
ganization and sales force perform 
i valuable tactical intelligence service 
ty providing information concerning 
the capability and intention of both the 
ustomer and the competitor. Most 
nodern corporations derive a degree of 
trategic intelligence from the alertness 
of their research and engineering per- 
onnel. 


AT THIS POINT, THE ANALOGY BREAKS 
DOWN! 


A field army commander usually has 
a staff intelligence officer who collects 
and collates the information from all 
intelligence sources and prepares staff 
rports and briefings to guide the com- 
bat commanders and to aid in strategic 
jlanning. 


MOST BUSINESS ORGANIZATIONS LACK 
THIS COORDINATION FUNCTION! 


Some of the larger corporations in 
the basic industry fields (chemicals, 
teavy manufacturing et cetera) have 
recognized this need and have at- 
tmpted to organize intelligence func- 
tions. Some have been quite successful 
in predicting economic trends, making 
ales forecasts and anticipating techni- 
al changes. However, in the main, 
business management has not fully 
itilized the information which is avail- 
ible to it. In most cases the data have 
mained at a low echelon in the organ- 
zation and have not been available for 
lop management guidance. 


THEREFORE, THIS IS NOT A NEW SUB- 
JEC?, BUT A NEW CONCEPT FOR APPLI- 
(ATION OF A TRIED AND PROVEN 
MET 10D OF AIDING IN THE MAKING OF 
DECISIONS. 


Tie U.S. Air Force is probably big- 
sr «nd more complex in its manage- 
men’ and technological problems than 
aly business organization which we 
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could mention. The Air Force at the 
beginning of World War II was in 
somewhat the same position as that of 
a large competitive technological manu- 
facturer. It was faced with manu- 
facturing and sales promotion (battle) 
in competition with a highly competent 
and wiley opponent. In order to hus- 
band its technological resources it 
was necessary to develop a method for 
predicting the enemy’s technological 
progress and approach to the fray. Of 
prime importance was the problem of 
avoiding “technological surprise”. 


It is obvious that the vast and com- 
plex technology involved in airpower 
required the development of techniques 
for the simplification and orderly proc- 
essing of mountains of information into 
usable reports. These techniques have 
been developed. Although much of the 
work is classified, the unclassified tech- 
niques are still not widely available to 
industry because of the lack of cross 
fertilization of ideas between the ser- 
vices and the business world. 


The final step toward application of 
these techniques requires the organiza- 
tion and training of a top management 
intelligence coordination group to 
achieve proper utilization of intelli- 
gence data as a basis for top manage- 
ment decisions. 


Some of the possible advantages to 
be gained from a technical intelligence 
program are: 


1. Guard against technological sur- 
surprise and anticipate “‘break- 
throughs”. 


. Long term technological changes 
are identified in advance and man- 
agement is able to beat competition 
through planned research. 


. Data are provided for long range 
planning in product design, facility 
expansion, method changes and 
automation. 


. When intelligence data are com- 
bined with conventional market 
analysis, the intent and capability 
of customers and competitors can 
be evaluated. 


. Capital expenditures can be 
avoided where markets are dwindl- 
ing or technical changes are im- 
minent. 


. The organization’s “state of the 
art” position can be defined. 


7. Research expenditures can be 
avoided in fields where others (for- 
eign and domestic) have made 
substantial progress. 


. The chance for discovery of new 
untouched markets and products is 
increased. 


. An intimate knowledge of key 
technical, management and educa- 
tional personnel is accumulated 
and the ability to anticipate cus- 
tomer and competition action is 
developed. 


10. Library data on related technology 


is a by-product of the program. 


There are a multitude of sources for 
overt technical information and it 
should be emphasized that covert in- 
dustrial intelligence activities are not 
recommended. 


The first step in organizing an indus- 
trial intelligence staff is the selection of 
a key individual to manage this group. 
It is recommended that this person 
should be knowledgable in the manu- 
facturing and marketing aspects of the 
company’s activities. He or she should 
be technically trained and inclined to 
bookishness and capable of detailed 
library-type research. He should also 
be a good organizer and a “digger”. 
This individual should report to the 
vice-presidential level as a staff aide to 
the senior operating executive. He 
should be provided with the assistance 
of a competent technical librarian, well 
versed in modern library technology 
and conversant with the technology of 
the company’s products. 


With the exception of stenographic 
and clerical help, the balance of the 
activities of this intelligence group 
should be supported by borrowed per- 
sonnel from the technical divisions most 
interested in the particular subject 
under study. 


For example, if a prediction study 
were to be made in the field of poly- 
esters, a senior research chemist com- 
petent in this field, would be temporar- 
ily assigned to work with the intelli- 
gence group in the preparation of a 
study from the information collected 
by them. He would function as a tech- 
nical analyst and a consultant on the 
interpretation team. 


The second step in the preparation 
of an industrial technical intelligence 
organization is the definition of the 
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scope and pattern of the collection 
services to be embarked upon. This 
would be accomplished through con- 
ferences, analysis, and scrutiny of the 
company’s activities and the future 
environment. The findings would be 
subject to continual revision and im- 
provement. 


The third phase of the planning 
activity would be a familiarization study 
of information sources in the techno- 
logical fields which are of interest to 
the program and travel to these sources 
to meet the people and become ac- 
quainted with the procedures for ac- 
quiring information. 


These first three phases define the 
nature and scope of the intelligence 
activity to be organized. After com- 
pletion of this work, various collection 
and correlating techniques, filing pro- 
cedures and information handling 
methods must be evaluated to deter- 
mine methods most suitable for the 
project at hand. Many methods have 
been tried by intelligence people and 
certain of these have proved more suit- 
able than others. These proven methods 


are embarked upon. 


The establishment of the collection 
service is the first major phase in any 
intelligence program. It is usually 
necessary to operate the collection 
service for about a year before sufficient 
information is available to prepare a 
review or study from the data on hand 
with any expectation of valid results. 
During this period, many bugs and 
wrinkles in the collection system will 
be worked out. A redistribution proce- 
dure to disseminate the basic informa- 
tion to interested parties can be incor- 
porated in this phase of the work. 


The preparation of a good intelli- 
gence study requires the “intelligence 
viewpoint”. This viewpoint must be 
learned. It is not compatible or similar 
to the usual businessman’s approach. 
It involves a viewpoint based upon long 
range evaluation of the business with 
complete detachment from its identity 
but full recognition of its position in 
the economy. Development of this 
viewpoint involves much philosophical 
soul searching and counsel. 


should be tested before new procedures 


When coupled with the intellivence 
viewpoint and a good collection se: vice, 
technical intelligence analysis can prove 
an invaluable addition to management's 
decision making tools. 


A glimpse into a probable case of the 
lack of good technical intelligence con- 
cerns the photo flash bulb. Most of us 
have used a flash bulb occasionally, 
Some may be real camera bugs and 
use an electronic flash. A film with a 
speed of 400 will be marketed in the 
near future. Did the flash bulb manv- 
facturers discover this too late? Were 
they aiming their competitive strategy 
at overcoming the electronic flash, a 
relatively small market in the profes- 
sional and highly skilled amateur field? 
The box camera enthusiast uses the 
common flash bulb. With the advent of 
400 speed film, who needs a flash bulb? 


IN TODAY’S TECHNOLOGY, A STRATE- 
GICAL ERROR IN TECHNOLOGICAL 
PLANNING CAN MEAN DISASTER. THE 
CAPITAL INVESTMENT NEEDED IN THE 
PREPARATION OF NEW PRODUCTS Is 
TOO VAST TO BE TOYED WITH. MANAGE- 
MENT CAN NOT AFFORD TO BE WITH- 
OUT GOOD TECHNOLOGICAL INTELLI- 
GENCE. 


Cost-improvement Goals 


Management is becoming aware that cost improve- 
ment is a lot like new product research. If you want it, 
you must plan for it. It requires the investment of 
time and money and the establishment of the kind of 
goals which trigger innovative effort on the part of 
both line and staff. It is regrettable that cost reduction 
goals usually only become specific in a belt tightening 
period when there is insufficient time to adequately 
plan to meet them. 


From a human standpoint, the establishment of 
specific productivity or cost improvement goals dur- 
ing “good times” is a difficult one; however, the con- 
sistent pursuit of these goals can be considered as a 
sign of maturity on management’s part. Customers, 
employees, and the general public certainly have a 
right to expect greater consistency in this area so that 
management will bring the same talent that it uses in 
planning for growth and new products, to that of 
holding the line on costs and increasing productivity. 


The lead times from both a material and human 
standpoint are as great or greater. 


Basic to any continuous cost improvement effort in 
a company is the establishment of goals. The simple 
question, “Can we produce this for $26.00?” fires the 
imagination of everyone involved and points the way 
to answering hundreds of questions. On the other 
hand, the question, “What will this cost us to pro- 
duce?” excites no one and raises a multitude of new 
questions. 


Cost improvement is a lot like mining. One must 
first locate the ore, decide on the extent and value of 
the bed, analyze the best way to extract it, and then 
organize to do the job. In a business sense, we can 
think of it as identifying the sources of cost improve- 
ment, determining and allocating the effort to realize 
these improvements, and then organizing that effort 


Warren E. Alberts: “Organizing 
for Continuous Cost Improvement.’ 
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Accountability—A Key to More Effective 


ITH the recent trend toward 

shrinking profit margins, many 
executives have begun to realize the 
significant contribution that control of 
maintenance costs could make to cor- 
porate profits. Those who have tried to 
take advantage of this opportunity, 
however, have found that such control 
isnot easily achieved. This interest and 
its attendant frustrations are illustrated 
ina remark made by a top manufac- 
turing executive during a recent dis- 
cussion. He stated, “The fact that 
maintenance costs are increasing, both 
in absolute and relative terms, means 
that we are spending more time and 
effort in trying to control them. I wish 
[could report success, but we have not 
licked the problem yet.” 


This article describes an approach 
to this problem which makes it possible 
to measure the effectiveness with which 
Maintenance costs are controlled by 
those who are in a position to control 
them. As a result, accountability for 
these costs can be assigned and en- 
forced. 


Key Factors Controlling 

Maintenance Costs 

_ In order to appreciate the problems 
itvo' ved in controlling maintenance 
cost: effectively, it is necessary to iden- 
tify : nd understand the key factors that 
dete mine the level of maintenance 
Costs. Basically, there are two such 
facte <s: 

1. The amount of maintenance work 
that aust be performed. (For example, 
the requency with which a machine 
has‘) be overhauled, a floor has to be 


JUL, 1959 


repaired, or an area has to be painted, 
etc.) This amount will be partially 
determined by the condition in which 
management decides it is economic to 
maintain the facilities. In addition, the 
level of production activity has a direct 
bearing on amount of maintenance 
work that must be performed. 

2. The efficiency with which the 
work is performed. (For example, how 
much it costs to overhaul a certain 
machine, repair a section of floor, or 
paint a given area compared with what 
it should cost.) 

If the amount of maintenance work 
and the efficiency with which it is per- 
formed determine the level of mainte- 
nance costs, it follows that control of 
these two factors will result in control 
of maintenance costs. 

Controlling either of these factors 
would not seem to be too difficult. Why 
then is effective maintenance control so 
difficult to achieve? To answer this 
question it is necessary to first look at 
present control plans and analyze their 
weaknesses and limitations. After this 
has been done the approach, designed 
to overcome these weaknesses and 
limitations, will be described. 


Present Control Plans and Limitations 
(a) Present Plans 

As a natural result of the increasing 
impact of maintenance costs, many 
attempts have been and are being made 
to control them. Although there are 
minor variations in such control plans, 
they basically involve the establishment 
of standards or estimates on the main- 
tenance work that needs to be done 
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and the measurement of the efficiency 
with which this work is done by com- 
paring actual costs against the standard 
or estimate. Budgets of maintenance 
costs by production department or 
plant area are developed and actual 
maintenance costs (which include the 
efficiency or inefficiency with which the 
work is done) are compared with this 
budget to measure performance. A 
sample control report, typical of such 
plans is shown below: 


Control Report 
Budgeted Actual 


Cost Cost Variance 
Department A $2,000 $2,500 $(500) 
Department B 2,000 2,500 (500) 
Department C 2,000 2,000 0 
Department D 2,000 2,000 0 


The value of such a report is that it 
presents a measure of effectiveness in 
adhering to budgeted costs. However, 
it does not indicate where improvement 
opportunities may lie and, therefore, 
any attempt to use such information as 
as a tool for controlling and reducing 
maintenance costs suffers from the 
serious limitations described below. 
(b) Limitations 

The basic difficulty with this ap- 
proach is that responsibility for the 
failure of Departments A and B to 
meet the budget cannot be pinpointed 
because the two basic causes of such 
failure (a need for more maintenance 
work than had been anticipated and/or 
inefficiency in performing this required 
maintenance work) are not normally 
under the control of one person or 
group within the organization. For this 
same reason, it is not possible to tell 
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who or what is responsible for the 
apparently satisfactory performance of 
Departments C and D. 


Most current programs either do not 
understand or choose to ignore the 
dual nature of the factors that deter- 
mine the level of maintenance costs. 
Specifically, the difficulty with most 
unsuccessful maintenance control pro- 
grams is either: 


1. The plan attempts to control 
only one of the factors that determine 
the level of maintenance costs, or 


2. The plan attempts to control 
both factors by the use of some single 
measure or index that reflects in either 
or both of the factors. 


The result of attempting to control 
only one factor is control of neither 
factor. The factor where no control is 
attempted is obviously uncontrolled. 
Control of the other factor can never 
be really effective since the uncon- 
trolled factor becomes a convenient 
dumping ground for excess costs. If the 
amount of maintenance work is con- 
trolled, the “inefficiency of mainte- 
nance labor” will be blamed for excess 
costs. If efficiency is controlled, “un- 
usual maintenance requirements” will 
be used to explain the excess costs. For 
example, how often has a production 
foreman explained excess maintenance 
costs in his department by saying that 
the maintenance mechanics “dogged” 
the job? Conversely, the maintenance 
foreman will often complain that cer- 
tain equipment required an unusual 
amount of maintenance for some rea- 
son and that the apparent inefficiency 
of his mechanics was really the result 
of considerable additional work on 
their part. 

The use of a single index to control 
both factors encounters similar prob- 
lems. Since variances could be the re- 
sult of either factor, attempts at con- 
trol usually degenerate into debates 
over who or what is responsible for the 
excess cost. 


Program for More Effective 
Maintenance Cost Control 


(a) Independent-Control Concept 


It is recognized that control of both 
contributing factors is necessary for 
effective over-all control of mainte- 
nance costs, but, as has been pointed 
out, combined control does not pro- 
duce satisfactory results. If, however, 
responsibility for each maintenance 
cost factor were assigned to the spe- 


cific group that influences that particu- 
lar factor, both “amount” and “effi- 
ciency” would receive the attention 
necessary for effective control. The in- 
dependent-control concept calls for 
separate measurement and control of 
the amount of maintenance work and 
of the efficiency with which it is per- 
formed. 

Such a control program must pro- 
vide separate and distinct indexes that 
independently measure effectiveness in 
controlling amount and efficiency. In 
this way, responsibility for excess cost 
resulting from either factor can be pin- 
pointed and, as a result, costs can be 
controlled. 

The reason that such independent 
control will be most effective can be 
readily seen from analysis of the assign- 
ment of responsibility for amount and 
efficiency of maintenance work in the 
normal organization. 

Responsibility for efficiency of main- 
tenance work lies with the supervision 
of the maintenance mechanics. It is 
through this group that control of the 
efficiency of maintenance must be ex- 
ercised. 

The amount of maintenance work 
required, on the other hand, may be 
affected by either the production group 
that uses the equipment, the engineer- 
ing group that originally designed or 
selected the equipment, or the mainte- 
nance group that, by the quality of the 
preventive maintenance and _ repair 
work they perform, can greatly affect 
subsequent maintenance costs. 

Depending on the industry and the 
existing organizational relationships, 
one of these groups will normally exert 
the major influence on amount by exer- 
cising the authority to determine the 
extent and timing of maintenance work. 
It is through this group that control of 
amount of maintenance must be exer- 
cised. 

Thus we see that entirely separate 
groups or persons are responsible for 
the two different factors that control 
maintenance costs. Any attempt to ex- 
ercise control through two different 
groups using the same index is doomed 
to failure. 

(b) Independent Control in Action 

If independent control of the amount 
and efficiency of performing mainte- 
nance work is required for an effective 
program, the natural question that fol- 
lows is: How is such independent con- 
trol of these factors achieved in prac- 
tice? 


-ance for maintenance. 


The approach to control ouilined 
below requires no additional informa. 
tion to the normal maintenance cop. 
trol approach. These normal require. 
ments are budgets that measure how 
much maintenance costs should be for 
a planning period, actual costs on indi- 
vidual maintenance jobs, and standards 
or estimates that describe what indi- 
vidual maintenance jobs should cost. 


The difference between ineffective 
and effective control lies in the way in 
which responsibility for these costs is 
assigned and the resultant method of 
charging these costs. 


Effective control will result from af; 
plan that utilizes the three types of 
data noted above in the following 
manner: 


1. The totai standard or estimated 
cost for jobs completed in a depart- 
ment during the period is developed. 
This total is then compared with the 
budget that measures what costs should 
have been during this same period. 
Such a comparison provides a pure 
measure of effectiveness in controlling 
the amount of maintenance work that 
is performed. 

2. The total standard or estimated 
cost is charged to the group that is de- 
termined to exercise the major control 
over the amount of work. This group 
is also assigned the budgetary allow- 


3. The total standard or estimated 
cost for jobs completed during a period 
(developed in point 1 above) is com- 
pared with the actual costs for these 
same jobs. Such a comparison pro- 
vides a pure measure of effectiveness 
in controlling the efficiency of the 
maintenance work performed. 


4. The difference between standard 
or estimated costs and actual cost is 
charged to maintenance supervision 
who control the efficiency with which 
the work is performed. (In practice 
actual costs would be charged into the 
maintenance account, and standard or 
estimated costs would be charged out 
of the maintenance account, leaving 
any difference as a favorable or ut 
favorable variance in the maintenance 
account. ) 


Sample performance reports that it- 
corporate the independent-control con- 
cept for amount and efficiency att 
shown below. These reports are based 
on the same cost figures that were used 
in the previous example illustrating 
typical control reports of present p!ams. 
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Control Report — Amount 


Standard 
Cost of 
Budgeted Work 
Cost Performed Variance 
Department A $2,000 $1,900 $100 
Department B 2,000 2,600 (600) 
Department C 2,000 1,700 300 
Department D 2,000 2,300 (300) 
Control Report — Efficiency 
Standard 
Cost of 
Work Actual 
Performed Cost Variance 
Department A $1,900 $2,500 (600) 
Department B 2,600 2,500 100 
Department C 1,700 2,000 (300) 
Department D 2,300 2,000 300 


The value of these reports as control 
fools can be readily seen. What ap- 
peared to be plainly “bad performance” 
in Departments A and B is really 
— The effective control of amount 
and the ineffective control of 
efficiency in Department A 

— The ineffective control of amount 
and the effective control of effi- 
ciency in Department B. 


Such detailed knowledge provides 
the basis for prompt and effective cor- 
rective action. 


Of even more importance, however, 
is the fact that the independent-control 
voncept can point up the kind of prob- 
km that is illustrated by Departments 
Cand D. In these two cases present 
vontrol reports would indicate a satis- 
latory situation and therefore any im- 
provement opportunities that may exist 
wuld easily be overlooked. Actually, 
hese departments do present opportu- 
tities for substantial improvements in 
control and reductions in cost, and the 
tvised control report would indicate 
his. The fact that they are performing 
onsiderably better than standard for 
me factor (Department C for amount 
ind Department D for efficiency) may 
indicate the need for adjustments in 
budgeting or estimating techniques, 
maintenance standards or both. Con- 
versely, the poor performance of these 
partments for the other factor (De- 
partment C for efficiency and Depart- 
nent D for amount) points to a need 
or the supervisors responsible to in- 
\estigate the causes of this poor per- 
lrmence and take steps to bring these 
into line. 

Thus, in the cases of both below- 
ind .bove-standard performance, op- 
portunities for reduced maintenance 
‘sts are brought to light which would 
lave remained hidden if the inde- 
pend nt-control concept were not in 
Use, 

_Th> figures used to complete these 
ilust. ative reports and demonstrate 
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their value have been chosen purposely 
sO as not to cast either production or 
maintenance executives as the villains 
of the piece. 


The author feels that the inde- 
pendent-control concept can be of such 
value to both groups and to the entire 
manufacturing organization that any 
tendency toward bias might hinder an 
open-minded evaluation of the plan’s 
merits. The important task is to iden- 
tify the reasons for poor performance 
no matter on whose doorstep they may 
lie. Once this has been determined, the 
battle for control and cost reduction 
is half won. 


How to Develop Required Data 


Budgets that measure how much 
maintenance costs should be for a plan- 
ning period can be developed by meth- 
ods in fairly common use today if such 
budgets are not already available. 
These methods would include: 


1. Analysis of historical records on 
maintenance costs by department re- 
lated to production, operating hours, 
or some other locally logical base 
index; 

2. Analysis of repair costs on indi- 
vidual pieces of equipment from equip- 
ment records and the development of 
a budget from these data; 


3. Analysis of equipment design 
data to determine, through engineering 
calculations, what the frequency of 
maintenance and repair work should 
be. This frequency can then be con- 
verted into a dollar budget on the basis 
of the anticipated equipment usage for 
the period and the estimated cost of 
the maintenance and repair work that 
will be required as. a result of this 
usage. 


Actual costs on individual mainte- 
nance jobs, if not available, can be 
readily obtained. 


Standards or estimates that describe 
what individual maintenance jobs 
should cost are the most difficult data 
required. Since these measures are 
needed in any system of maintenance 
control, the problems of achieving accu- 
rate standards or estimates must be 
solved for any control system. 


The normal methods of establishing 
standards and estimates on mainte- 
nance work are time study or work 
sampling methods, predetermined time 
values and comparison with historical 
records. 


Steps Required to Implement 
The Program 


1. Assign definite responsibilities 
for amount and efficiency of mainte- 
nance work. 

2. Ensure that the records-keeping 
system is capable of providing the in- 
formation on actual costs with the 
accuracy and speed required for con- 
trol to be effective. 

3. Develop budgets on maintenance 
costs as outlined above. Review and 
obtain approvals from those respon- 
sible for the budget. 

4. Develop a program for establish- 
ing standards and estimates on indi- 
vidual maintenance jobs. These stand- 
ards and the methods of estimating 
should be developed in cooperation 
with the supervisory groups whose per- 
formance is to be measured with these 
tools. 

5. Develop a series of reports that 
will provide those responsible for 
amount and efficiency of maintenance 
work with timely and understandable 
information on their performance so 
that effective corrective action is pos- 
sible where necessary. 

6. Begin using the program for con- 
trol purposes. 

7. Continually improve mainte- 
nance cost performance as changes in 
equipment and operating conditions 
permit. 


Summation 

The two controlling factors that de- 
termine the level of maintenance costs 
are amount of maintenance work and 
the efficiency with which it is per- 
formed. Present attempts at control are 
not effective because they either ignore 
one of the factors or attempt to control 
both factors with a single index. Be- 
cause the two factors are usually the 
responsibility of different persons or 
groups, they must be measured and 
controlled independently. Such inde- 
pendent control can be effective if: 

1. The organization plan is estab- 
lished in such a way that accountability 
for amount and efficiency can be pin- 
pointed. 

2. Amount is controlled by com- 
paring the standard or estimated cost 
of work performed against the budget. 
Efficiency is controlled by comparing 
the standard of estimated cost of work 
performed against the actual cost of 
work performed. In this way two vari- 
ances are generated, each of which 
measures effectiveness objectively. 
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ieee before have committees had it more fully. A fourth has repeated gation of the functioning of commit- “a 
so good. Now that the psychologists, what the chairman has just said. And _tees*. The result is nothing less than a... 

the social scientists and the managerial two members have fallen into an acri- set of working formulas for the success fp: 
mentors have led business safely away monious dispute, using the project ful conduct of committees. fe 
from that horrendous thing they refer under discussion for display of per- The Harvard experts have determined 
to as monolithic organization; now that sonal rivalry. In the course of the the optimum number of members for aff |. 
all the blessings of conjoint decision meeting, one member dozed off; two committee. And it isn’t 7/10 of a man,§, ,,. 
and consultative supervision have been others lost themselves in doodling; that delightful if somewhat illusory fig-§ 4... 
showered upon us; now that we have another began writing a memo on a_ ure deduced by Bruce Old in his classic 
reached the promised land of milk and different topic; and the chairman — treatise, On the Mathematics of Commit- larg 
honey and group-mindedness, the com- uncertain at the beginning of the meet- tees, Boards and Panels*. Not so, say the § 3. 
mittee has become a widely used instru- ing as to the merits of the project— Cantabrigians. The optimum number of § ;,)). 
ment of organization. No longer is finds himself addled and exhausted at members is five, and the half-efficiency part 
the suggestion to appoint a committee the end of it. points lie in the vicinity of 3.8 and 69 ale 
greeted with sarcasm, suspicion or dis- Then, too, you can find an occasional members, respectively. As to that so §),., 
trust. Everybody knows that manage- oldtimer who recalls the Kettering innu- called Old’s Law, perhaps better referred §] (+ 
ment committees have made Jersey endo about committees. It appears that to as Old’s Hypothesis — which asserts feu 
Standard and DuPont what they are Mrs. Kettering was reading the news- that the work output of a committee is “4 
today. Obviously, what’s good at the top paper account of Lindbergh’s historic inversely proportional to the organiza § },.. 
is good at all levels. So committeeism is flight to LeBourget. “Isn’t it wonder- tional level of its members — recent re § 
rampant. In the vernacular, business has ful!” she exclaimed. “And to think he sults suggest tlrat the Pentagon environ § :, 4 
gone whole hog for committees. did it all alone!” “Well,” remarked the ment may have vitiated Old’s researches. 
To be sure, you do find an occasional Boss, “it would have been still more There appears to be some correlation, appe 
skeptic. Herrymon Maurer, for example, wonderful if he had done it with a_ but the proportionality factor is not quer 
tosses in this paragraph in Fortune’: committee.” unity. for 
But who nowadays would take such Neglecting more esoteric details, the quit 

When the chairman declares the detractors seriously? The old saw that a conditions prescribed by the Harvard T 
meeting adjourned, the discussion has committee keeps minutes and squanders sociologists for most effective committee § ., 
already gone on for an hour beyond hours is clearly an exaggeration. The fact performance are these: The comuuittee nitt 
schedule. One member has expressed is that many estimable committees don’t members should be so chosen that their heen 
opposition to the project at hand be- keep any minutes. Besides all this, com- index of participation falls along *§ , 
cause he is in the habit of expressing mittees have been researched at Har-° gradient—a multistep function ranging, clos 
opposition. A second has discussed vard. The Laboratory of Social Relations presumably, from proficient members t § y,4 
extraneous issues in detail until finally up there, in a bold departure from the drones. Fifty per cent of the meeting thi 


ruled out of order. A third has asked 
the chairman to explain the project 


mathematical theory of decision-making, 
has conducted an experimental investi- 


time should be devoted to inforn.ation 
and questions, and 50 per cent t» al 
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wers and reactions. The reactions are 
particularly important. There should be 
precisely two positive reactions for each 
negative one. A ratio lower than this in- 
licates a divisive and emotional situa- 
ion, while a higher one indicates inhibi- 
ion, restraint, and domination by the 
chairman. 

Thus an old art is by way of becoming 
an exact science. Among the instrumen- 
lities of this new technology we find: 
high level committees, low level commit- 
tees, technical committees, task forces, 
working groups, one-man committees, 
program committees, community fund 
committees and eleemosynary commit- 
tes generally, anniversary luncheon 
committees, committees ad hoc and com- 
mittees ad infinitum. 

In view of the growing elaboration of 
committeeism, it appeared that a survey 
of certain committees existing in the 
organization with which the author is 
identified might yield interesting con- 
dusions. Most of these committees were 
ceated for the purpose of exercising 
joint responsibilities where liaison be- 
tween the staff and the technical depart- 
ments is essential. 

Fig. 1 is a smokestack chart showing 
the density of committees by numbers 
of members. Except for the four com- 
mittees out on the righthand tail, we find 
acompact universe ranging in size from 
three to ten members, with a median, 
not at five, but at seven, and with two 
large peaks at six and eight. This might 
indicate either that committee efficiency 
falls below the optimum, or that, in the 
particular circumstances involved, peo- 
ple have learned to work together so 
harmoniously that the optimum number 
of members is larger than the Harvard 
figure. 

Another interesting fact is that two- 
thirds of the committees have an even 
tumber of members. This seems to fly 
inthe face of the tradition that the num- 
ber of members should be odd. It would 
appear either that deadlocks are not fre- 
quent enough to generate a large demand 
for odd numbers, or that chairmen are 
quite adept at resolving tense situations. 

The next chart (Fig. 2) shows the 
cumulative distribution curve of com- 
mittees as a function of number of mem- 
bers. For comparison, a cumulative Pois- 
on distribution curve is shown. The 
lose fit suggests that the committees 
unde consideration are characterized by 
thie degree of randomness. All this is 
way from fulfilling Lord Kelvin’s 
dict that you haven’t much of a sci- 
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FIG. 1 - DENSITY DISTRIBUTION OF COMMITTEES 


ence until you can put numbers on 
things, but at least there is progress in 


that direction. So much for quantitative 


analysis. From here on we shall not need 
to concern ourselves with anything so 
tightly disciplined as numbers or facts. 
Considering the prevalence of com- 
mittees, we might, in all seriousness, ask 
ourselves a few questions about them. 
Here are some rather obvious ones: 


(1) What are the advantages of com- 
mittees? 

(2) What are their disadvantages? 

(3) How should they be used? 

(4) How can successful operation be 

achieved ? 


Advantages 

To start with, let’s look at advantages. 
A lot has been written about this. Fig. 3 
attempts to list some of the merits of 
committees, both published and un- 
published. 

At the top of the list comes excellence 
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Fig. 3—MERITS OF COMMITTEES 
(1) Excellence of Decisions 
(a) Group solution 
(b) Combined judgment 
(c) Continuity 
(2) Strength of Decisions 
{a} Conjoint decision 
(b) Prestige of committee 
(3) Development of Personnel 
(a) Broadening 
(b) Teamwork 
(c) Leadership (chairman) 
(4) Supplement to Line Organization 
(a) Liaison 
(b) Communication 


of committee decisions. A number of 
heads contribute to the solution of each 
problem. There is a pooling of informa- 
tion. Mutual discussion stimulates the 
flow and interplay of ideas. 

Moreover, the solution is objective. 
The combined judgment of many heads 
is bound to be better than that of one. 
Any weak spots in an individual sugges- 
tion are likely to be detected. As C. J. 
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Berwitz has pointed out*, the final an- 
swer should be a realistic synthesis of 
theory and practice. Also, the committee 
has a sort of flywheel effect. It can be 
made a continuing body, with sufficient 
overlap of personnel assignments to pro- 
vide continuity of policy. 

Next, perhaps, comes strength of com- 
mittee decisions. Group participation 
and conjoint decision conduce to good 
acceptance throughout the organization. 
Achievement of deserved prestige by the 
committee can be a further factor to- 
ward the same end. 

Still another merit of committees is 
development of personnel. The members 
profit from friendships in different parts 
of the organization. The problems that 
confront them are different from the 
day-to-day grist, and frequently much 
broader. Moreover, the committee mem- 
bers develop a spirit of teamwork and 
a sense of respect for the ideas of others. 
And not least important is the practical 
training that the chairman receives in 
group leadership. 

Finally, a committee which includes 
in its makeup broad representation from 
different parts of the organization can 
be a useful supplement to the line organ- 
ization. Almost of necessity the commit- 
tee provides liaison between parts of the 
organization. Moreover, it can be made 
a valuable instrument for communica- 
tion, both communication of its decisions 
and of the reasoning that underlies them, 
and also communication of general in- 
formational matter. 

Some people say that one of the merits 
of a committee is that it counteracts 
organizational deficiencies. Another way 
of saying it might be that crosslinkages 
of elements make for strength and flexi- 
bility in organizations of people just as 
with molecules. 

This is indeed an imposing array of 
advantages. Clearly committees are not 
used nearly enough. But before jumping 
to conclusions, we might inquire whether 
by chance there may be anything wrong 
with committees. Drawing in part upon 
published material, and in part upon 
experience, another list, this time of 
shortcomings of committees, has been 
compiled. (Fig. 4) 


Shortcomings 


In the first place, committee decisions 
are notoriously inferior. The reasons for 
this are not far to seek. Committees must 
operate on an essentially unanimous 
basis. The members, drawn from differ- 
ent parts of the organization, will have 


conflicting interests. The net result is 
a wishy-washy compromise. Unanimity 
spells mediocrity. 

Furthermore, the committee is subject 
to domination by the chairman. Discus- 
sion is therefore denied, creativity is 
stifled and the members are inhibited. 
In addition, committee decisions of any 
importance are subject to political influ- 
ence. The members are chosen, not for 
their qualifications, but merely to repre- 
sent departments. 

Because of personnel turnover, com- 
mittees lack continuity, so that their 
policies are likely to be erratic. More- 
over, committees lack motivation. They 
are apt to be irresponsible and indiffer- 
ent. The members can’t be held to ac- 
count for their mistakes. Someone has 
observed that a committee, like a corpo- 
ration, “has neither a soul to be damned 
nor a body to be kicked.” 

Even worse is haste. As a rule the 
committee meets very seldom. Hence it 
has to rush through a crowded agenda, 
with no time for adequate consideration 
of anything. Awkward issues are usually 
placed in cold storage. No wonder the 
decisions are less than perfect! 

Committee decisions likewise lack au- 
thority. This is explained in part by 
fctors already mentioned. Furthermore, 
the committee is by its nature a spas- 
modic phenomenon, a_ discontinuous 
function. Its existence is necessarily lim- 
ited to the time when it is in session. In 
between times it is a disembodied spirit. 
As such it possesses no power to carry 
out its decisions, and cannot handle 
subsidiary problems as they arise. 

To go on with the list, committee oper- 
ation is wasteful. Travel to and fro, 
tardiness, and outside interruptions dur- 
ing meetings, these are all spendthrifts 
of time. The committee operates at the 
speed of the least informed member. 
Hours are consumed in coming to grips 
with a problem. High-priced time is 
frittered away on irrelevancies and non- 


the purposes more commonly served by 


Fig. 4— 
SHORTCOMINGS OF COMMITTEES 
(1) Inferiority of Decisions 
a) Compromise 
b) Domination 
c) Unqualified members 
d) Lack of continuity 
Inadequate motivation 
f) Haste 
(2) Impotency of Decisions 
(a) Intermittency 
(b) Executive instrumentalities 
lacking 


(3) Wastefulness 
(4) Depreciation of Line Organization 


essential details. Moreover, old coramit. 
tees never die. After all, you can't ex. 
pect them to commit hara-kiri. Th= best 
you can hope for is that an astute com. 
mittee, when it has accomplished what it 
set out to do, will enter into a state of As 
suspended animation. All in all, commit. §™!"* 
tees are an expensive luxury. As a final §!"'V° 


powe! 
ent 
stim: 


drawback, any committee setup detracts ; m 
from the effectiveness of the line or.@!°" ‘ 
ganization, and obscures the chain of lhe s 
command. limit 
So now where are we? Just a short§*"S” 
while ago we seemed to have found the"! 
foot of the rainbow. Now the sun’s gone jj" | 
dim and the moon’s turned black. We§'¥ 
begin to suspect that the truth lies some- §* # 
where in between. But just where? Per. § 0! 
haps we can best get at the answer by §'"™ 
asking when and for what purposes ag! 
committee is useful. me 
elicit 
Uses of Committees hers 
The next chart (Fig. 5) lists some of hand 
type 
Fig. 5—USES OF COMMITTEES natic 
Function Value usua 
For operational decisions Special one 
situations N 
only 
For facilitating acceptance Fair ent | 
For implementing decisions Poor 0 a 
For advising management __ Excellent 4 
For creative technology _—_— Fair to Poor ence 
For unifying points of view Good time 
As educational agency Fair 
As training agency Fair 


committees, and over on the side a char- 
acterization of the effectiveness of each. 
To some extent these characterization 
stem from published sources’, but in all 
cases they represent the opinions of the 
author. 

For handling regular administrative 
decisions, a committee is not very effec- 
tive. For the most part such use should 
be limited to special situations. In facil 
itating acceptance of decisions, a well- 
chosen committee can play a useful part. 
It would, however, be inadvisable to 
place exclusive reliance on a committee 
to exercise this function. When it comes 
to implementing decisions, it is extremely 
difficult to clothe a committee with ade- 
quate authority. In general, such use of 
committees should be avoided like the® 
plague. 

On the other hand, committees can be 
of extremely high utility in the area of 
advice to management. For such pur 
poses as defining policies, formulating 
objectives, and recommending lans, 
they are often nearly indispensable. 
Even in matters of less importance, the 
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jower of a committee in reflecting differ- 
mt points of view should not be under- 
stimated. And consensuses, though sel- 
jom soul-stirring, are none the less 
valuable. 

As to the question of whether a com- 
mittee can contribute effectively to cre- 
itive solution of technical problems, this 
is merely one phase of the broad ques- 
ion of group creativity, which has been 
ihe subject of extensive discussion and 
limited investigation. To some extent the 
answer depends on semantics. Obviously 
neither a committee nor any other group 
an, as an entity, create ideas. Only indi- 
viduals can do this. Individuals meeting 
43a group may, however, stimulate one 
mother to create ideas, as in the rather 
weradvertised technique of “brain- 
storming”. In most situations, a commit- 
te is likely to be less original and less 
dicient in producing ideas than its mem- 
bers acting separately. On the other 
hand, a committee confronted with the 
ype of problem that requires a combi- 
nition of creativity and judgment can 
wually reach a better solution than any 
oe member could achieve. 

Not only can committees reflect differ- 
ent points of view; they can on occasion 
0a long way toward reconciling differ- 
ences. More broadly, a committee some- 
mes can be used to advantage as an 
educational agency. If this is a serious 
aim, then the committee members should 
have adequate individual time to devote 
to it. 

Finally, the broadening and develop- 
nent that members and chairman receive 
through service on a committee is a real 
ind valuable by-product. We should not 
forget, however, that the curve of indi- 
tidual benefit vs. time flattens off quite 
rapidly. 


Management Responsibilities 


Comes now the fourth question: how 
tan successful committee operation be 
ihieved? Anything that can be said 
thout this will sound obvious. Even so, 
ifew things may be worth saying. After 
ill, neglect of the obvious probably 
fuses more trouble in this world than 
tilure to fathom the obscure. 

Suppose now for simplification we 
thtase the question this way: How can 
lanegement, members and chairman 
tontr' bute to committee success? Man- 
‘gement, being the creator of commit- 
les, naturally comes first. 

A jew suggestions as to the usual obli- 
tations of management toward its com- 
itte. offspring are ventured in Fig. 6. 
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Fig. 6—OBLIGATIONS OF 
MANAGEMENT TOWARD 
COMMITTEES 


Sound Charter 
Qualified Members 
Right Size 

Turnover 

Reports 

Follow up Decisions 
Discharge 


It needs no sage to tell us that manage- 
ment should start the committee off with 
a sound charter. More specifically, man- 
agement should assign real problems, 
make the objectives clear, and clothe the 
committee with adequate authority. In 
most cases the purpose and composition 
of the committee should be announced 
in writing. 

Next, management has the responsi- 
bility of choosing qualified members. 
Actually, the desired characteristics are 
not too different from those we look for 
in the usual team approach to creative 
technology. Committee members should 
have broad vision, should be well-in- 


formed, creative, analytical, objective 


and cooperative. They should be good 
workers, good listeners, and so forth. 
Rarely is it possible to find all the de- 
sired qualities in a single person. The 
members should therefore be chosen so 
that their characteristics supplement one 
another. Also, the members should usu- 
ally be representative of different parts 
of the organization, with good balance 
as to points of view. At most, there 
should be only one peculiar member, or 
so-called “odd ball”. 

Of course, the magic figure of five 
committee members is not mandatory. 
However, the matter of committee size 
deserves careful attention. 

There seems to be general agreement 
that for any continuing committee there 
are advantages to be had through turn- 
over of membership. If left to the chair- 
man or members this can lead to em- 
barrassment. Accordingly, management 
should make definite arrangements for 
planned rotation or staggered terms. 

Management has still other obliga- 
tions. If a committee is worth having, it 
is worth at least occasional recognition. 
Management should know what its prog- 
eny are doing. Periodic reports, either 
oral or written, should be required. Any 
decisions reached by the committee 
should, to whatever extent necessary, be 
followed up by management. When at 
last the committee has fulfilled its pur- 
pose, it should not be left to linger on 
the vine. Let it be discharged with grate- 
ful appreciation. 


Responsibilities of Members 


Now what about the responsibilities 
of committee members? A few are noted 
in Fig. 7. First is advance preparation. 
The members have an obligation to fa- 
miliarize themselves with any material 
circulated before the meeting. If they are 
assigned specific tasks to be done be- 
tween meetings, they are obligated to 


Fig. 7—RESPONSIBILITIES 
OF COMMITTEE MEMBERS 
(1) Advance Preparation 


(2) Regularity and Punctuality 
(3) Intelligent Participation 


complete these on time, or to inform the 
chairman that they cannot do so. In 
attendance the members should be regu- 
lar and punctual. 

But most important, the members 
should participate intelligently in the 
proceedings. This means that they should 
be willing to work, that they should ap- 
ply to the committee problems as much 
of scientific analysis and ingenuity as 
possible, that they should submerge bias, 
respect the integrity of other members, 
avoid irrelevant discussion and contri- 
bute to the collective decision. 


The Chairman 


Now we come to the key figure in the 
whole business — the committee chair- 
man. It’s easy enough to write a set of 
specifications. The chairman must be 
able to encourage, cajole, soothe or in- 
hibit. He must be calm, alert, aggressive. 
He must at once use and restrain the 
genius. He must embolden the timid, 
stimulate the indifferent, convince the 
stubborn, make the superficial think. 

Such demigods are hard to come by. 
Fortunately, an inexperienced chairman 
does not have to learn solely in the 
rugged school of experience. He can find 
a lot of published material to help him 
do his job. Enough has been written 
about successful committee operation to 
establish certain essentials. Some that 
should concern the chairman are listed 
in Fig. 8. 

Few things are more important to 
committee success than advance plan- 
ning. A prepared agenda, normally cir- 
culated in advance, is a great help to- 


Fig. 8—RESPONSIBILITIES 
OF COMMITTEE CHAIRMAN 


(1) Advance Planning 

(2) Business-like Procedure 

(3) High Participation 

(4) Familiarity with Published 
Material 
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ward economy of committee time. A 
good secretary can relieve the chairman 
of a lot of work of this kind between 
meetings. 

No one but the chairman can hold the 
committee to business-like procedure. He 
should first state and define each prob- 
lem. Next he should solicit discussion, 
usually by asking questions. Only then 
should he invite solutions. The chairman 
should talk to the whole group, and show 
interest in the reactions of each member. 
In difficult situations, he should discover 
and exploit all areas of agreement. The 
meeting should proceed with neither un- 
due haste nor waste time. 

One key to success is a high rate of 
participation by the members. On any 
important matter, the chairman should 
obtain at least some verbal comment 
from each member. A high rate of sug- 
gestion, if it can be had, is even more 
valuable. In most cases, the accomplish- 
ments of the committee can be greatly en- 
hanced by assigning in-between-meeting 
tasks to different members. 

As already suggested, the chairman 
should make it his business to get ac- 
quainted with some of the available 
literature on committee or conference 
leadership, committee operation, group 
decision-making and the like. True, some 
of the socio-psychological studies go be- 
yond the limits of practical application. 
Anyone who wades in very deep should 
be politely skeptical. Nevertheless, there 
is in the published material a good deal 
of direct value to any practitioner in the 
field of committee operation. 


Conclusion 


In summary, committees are here to 
stay. We can’t do without them, and we 
can’t do with them all that we might 
wish. Let us make the best of them. For 
advising management on how to do this, 
recourse might be had to a Committee 
on Committees. a 
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Rating and Allowances in Time Study 


HE INSEPARABLE NATURE OF RATING AND ALLOWANCES. One of the most interesting 

and important discoveries of the present study is the fact that rating is done in 
conjunction with certain general allowances that are to be applied later to the nor:nal 
time. The size of these allowances has an important effect upon the way the rating 
scale is actually employed. For example: If allowances, which include personal, fatigue, 
and catch-all general delay allowances, are comparatively high, the rating scale is 
employed in such a way that ratings of instantaneous performance are comparatively 
low or tight. On the other hand, if allowances are low or perhaps inadequate, the same 
rating scale is employed in such a manner that instantaneous performance is rated 
comparatively high or loosely. Not only is this what actually happens, it is as should 
be; because what raters are really trying to do is to establish standards that are fair 
on a day-in and day-out basis. 


The concept of short-term performance is relatively unimportant except as a 
means to an end. Whether a person works rapidly and takes a great deal of rest-time, 
or whether he works at a more moderate pace and takes no rest-time, may have little 
bearing on how much work he produces in eight hours. What matters is how much 
he should produce in an eight-hour day—the fair day’s work. 


The qualified time study observer, whether he realizes it or not, has this in the 
back of his mind. The inexperienced observer does not understand this, and can make 
serious rating errors; but the experienced man, who knows how his standards work 
out, has learned that he must use his rating scale in such a manner as to obtain a 
standard that is fair on a day-in and day-out basis. He knows if his allowances do not 
change as the type of job becomes more fatiguing that he must shift his concept of 
how fast bodily movement should be made. He, in effect, projects himself into the 
operator’s shoes and considers all of the factors that have any bearing on how much 
is produced in an eight-hour day. 


As an illustration, assume that a time study engineer is working in a plant in 
which ten per cent general allowances are applied to the normal time for any and all 
operations. The company rating scale is a point-hour type of scale in which seventy-five 
point hour is the expected attainment of the average of qualified incentive operators 
on an eight-hour basis. After setting standards on many operations, this engineer leaves 
the employ of the particular plant and accepts a job in a nearby plant which also uses 
the point-hour type of scale with the same definitive points; however, he learns that 
the general allowances to be applied to all operations are twenty per cent rather than 
ten per cent. If this time study engineer is to establish standards that are equitable in 
the second plant, he must shift his concept of what is a proper instantaneous or short- 
term performance. He must tighten his concept or lower his ratings for equivalent 
instantaneous performances. 


An important advantage that is forthcoming from this concept of rating a day’s 
performance is that it makes the size of the fatigue allowances relatively unimportant. 
A great deal of time and money has been spent in trying to determine what proper 
fatigue allowances for different operations are. To date very little suecess has been 
achieved in a scientific way in establishing accurate fatigue allowances. Fatigue is diffi- 
cult to isolate and apparently not subject to objective measurement. While there is 
no doubt that such a condition can exist, it is extremely variable in nature. Fatigue 
is a function of the number of hours worked, working conditions, physical condition 
of the worker, his outlook towards his job, home life, diet, and many other factors. 
Moreover, there seems to be no physiological measure of effect of fatigue that can be 
accepted as reliable or as valid. A job may be fatiguing to a worker on Monday, and 
not fatiguing on Tuesday, depending on his physical status or his mental attitude 
toward his work. 


Many extensive researches have been carried on in our universities on the nature 
of fatigue with the objective of establishing fatigue allowances for use in time study. 
Although the results of these studies have increased our general knowledge, they have 
in no way helped the time study engineer in his day-by-day problem of establishing 
fatigue allowances for specific operations. 


A FAIR DAY’S WORK 
(Analysis of the S.A.M. Performance Rating Films), pp. 8-'0. 
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The Society—1958-59 


Chairman of the Board, S.A.M. 


UR SOCIETY has continued to expand and improve as 
0 a force in professional self-development toward the 
Bilvancement of management. I have seen many gratify- 
ing evidences in the eight Region meetings I was privi- 
kged to attend. Further evidence was noted in the 
Chapter efforts behind the twelve workshops I put on, 
where Chapter profits ranged from a few hundred to 
fourteen hundred dollars. One unusually successful work- 
hop was conducted by Lamar State College Chapter. In 
addition, I took part in two Chapter conferences, five reg- 
ilar meetings, presented three Professional Manager 
Citations, presided at two national conferences, and vis- 
ited with officer representatives of 68% of our senior 
thapters, not including those who attended national! 
meetings. 


Other Society developments began with the prepara- 
tion of our “Society’s Purposes and Objectives” by Board 
Chairman Homer Lunken. These point out that manage- 
ment development is basically self-development. 


From this have grown three parallel “ladders” that 
should help individuals to progress. These are explained 
mder Member Grades, Manager Development Courses, 
ad Society Awards. 


NATIONAL OFFICE 


Our national office head, Harold Bixler, decided to 
jecept a position that would permit him to be at home 
more often. We were sorry to lose his skills. He had done 
igreat deal to smooth out our office operations. 


Patrick J. Reddington became our Executive Director 
and is doing an excellent job of coordinating our head- 
quarters services. Besides, he managed the series of 
ven workshops he had previously set up so as to pro- 
luce a net income of $6775.00. The SAM-ASME Manage- 
went Engineering Conference carried on under his 
‘ipervision netted $5800.00 profit. 


A ‘iveeday NTL Workshop was held in each of the 

lollowing cities: Asheville, N. C., Palo Alto, Cal., and 
burlington, Wisc. These workshops again proved their 
alue as a developer of leadership skill through unique, 
linical experiences aimed at getting the individual to 
iow himself better and at the same time, understand 
hy thers react as they do in the group setting. 


Ou: Research Director, Vincent Flynn, has brought to 
ublication The Results Approach to Organization by 
dwird C. Schleh; Scientific Management of Marketing 
per :tions by Al N. Seares; Glossary of Personnel Man- 
em nt and Industrial Relations Terms by the S.A.M. 
lese.rch Project Committee. 
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by PHIL CARROLL 


Dr. Flynn conceived the Professional Manager’s Hand- 
book SAM has agreed to produce for McGraw-Hill Book 
Company. Scheduled publication time is January, 1961. 


In addition, he has taken on the consultive guidance 
of Advanced Management and built an Editorial Board 
of John M. Barnes, Samuel L. H. Burk, Phil Carroll, 
Edward D. Kemble, Matthew J. Murphy, Al N. Seares, 
Ordway Tead, L. T. White. 


Marion Cusick, Office Manager and Assistant Treas- 
urer, did a yeoman’s job in handling the mountains of 
detail connected with office operations, and in setting up 
our cost and income statements in accord with our new 
method of accounting. 

Roger McBride, working under a Richardson Founda- 
tion grant, is preparing workshops in Better Government 
for use by our Chapters. 


MEMBER GRADES 


Out of our National Conference Committee’s work 
grow several branches. One is the fundamental that edu- 
cation in management is a lifelong process. Vice Presi- 
dent Dause Bibby portrayed this progress as six steps 
upwards, 


The top step was conceived as the Professional Man- 
ager. This concept has been made a reality in interim 
form by our Chicago Chapter, as you will read under 
Membership. With Junior Grade as the bottom step, 
there is a broad spread between. So our Lancaster 
Chapter has undertaken a study of member grades to 
help develop 


1. several grades of membership that more nearly 
reflect the development of the manager, and 

2. appropriate qualifications that will aid in the 
transfer of members from one grade to the next. 


Thus, we plan to have recognition of progress as our 
members gain knowledge and experience. 


MANAGER DEVELOPMENT COURSES 


Another branch that grew out of our National Confer- 
ence Committee’s work is a series of Manager Develop- 
ment Courses now being prepared by Dr. Francis F. 
Bradshaw, Past President and former Board Chairman. 
The first of this series is scheduled for pilot operations 
in a few selected Chapters this fall. 


These will be self-development, discussion and study 
group courses as distinguished from lecture types. They 
will help SAM through its Chapters to bring to local 
communities much of the best management practice and 
thinking available anywhere today. 
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The plan is to examine participants and award certifi- 
cates for satisfactory completion. Ultimately, “gradua- 
tion” from this series of courses may be one of the 
qualifications for our Professional Manager’s Grade. 


SOCIETY AWARDS 


The third branch Secretary Hugo Druehl has in the 
blueprint stage. It is a series of Society Awards. These 
are being designed to reward members for contributions 
to the art and science of management in the lower ranges. 


We want to provide incentives of recognition for pro- 
gressive members. We have many. Yet we may never 
learn of their new approaches. Nor may they be out- 
standing enough to warrant one of our present four top 
awards. For want of a better term, we are calling these 
“middle manager” awards. 


Further in this field, a study of Chapter Awards is 
being made by our Los Angeles Chapter. The purpose 
is to 

1. devise an overall plan that adds appropriately to 

the series envisioned, and 


2. make known to all Chapters the best of our existing 
methods of recognition. 


FINANCE AND BUDGET 


Our latest report from Treasurer Fred Harrell indi- 
cates expenses to be $6500.00 less than income for the 
year. 


Budget for next year will be based, in the main, on 
membership quotas established by our Chapters. This 
better approach is like forecasting in business and should 
help us to get more realistic budgets as well as more 
members. The membership count predicted for the com- 
ing year is a 14% increase over this year. 


Financial reporting was further improved in two ways. 
One was to consolidate Society funds. The other was to 
arrange expenses so they compared with incomes in the 
major divisions of Society operations. 


MEMBERSHIP 


Vice President James E. Newsome worked to increase 
membership by means of our October campaign. This 
reversed the trend of decline. A similar membership 
drive will be repeated this coming fall. 


Jim Newsome sparked the development of a Profes- 
sional Manager’s division in our Chicago Chapter. This 
idea has since been used by Milwaukee Chapter to 
improve service to older members and to gain new 
members from among managers of small business. 


Primarily, Chicago Chapter undertook to develop defi- 
nitions of qualification for our Professional Manager 
Citation. Then each Chapter was asked to nominate its 
outstanding eligible member. Your Executive Commit- 
tee approved nineteen nominees and citations have 
already been presented to several of these outstanding 
professional managers. 


Vice President L. T. White and our Wilmington Chap- 
ter have six representatives from fourteen Regions 
actively working to interest Small Business managers 


in SAM membership. 
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Further, a “Post-Graduate” plan has been staried «4 
continue in membership many more of the studen’s wh 
have been active in our University Chapters. 


Qualifications for the grade of Fellow were revised, 


UNIVERSITY CHAPTERS 


Our University Division under Vice President Haro} 
Fischer is away out front. It has almost twice as mange 
Chapters and 53% more members when compared wit! 
our Senior Division. 


Were we to induce the 2088 who will be graduate 
this year to continue active, senior Chapter membershi 
would increase 30%. 


REGION FORMATION 


Our Chairman, David Wise, has managed in two year 
to get practically every Region onto a going basis. h 
addition, he has prepared two manuals for operations 8 

The two meetings of Region Vice Presidents held ar 
but starters toward the annual “training sessions” we 
believe are necessary. The key to our future strengtl 
and growth lies in the assistance Chapters can give eacli; 
other through dynamic regional operation. Here is where 
our Region Vice Presidents can most readily and clear| 
translate for Chapter Officers the policies and action 
they approve in our frequent Executive Committed, 
meetings. 


a 


LONG RANGE PLAN MW 


Board Chairman Homer Lunken made a complete 
study of our national organization structure. The resull 
is probability of a more orderly and effective organiza. 
tion. It establishes clearer lines of execution and prope 
assignment of new functions. 


It provides several ways to utilize Region officer inter 
est and experience with a minimum of elected office 
succession. One key is creation of the elective office ol 
Executive Vice President (essentially Assistant Presi 
dent). A second is division of our major functions ju: 
like in industry and their assignment to existing andy 
proposed elected officers. The third is carrying on of the 
sub-functions, in the main, by rotating committees com 
posed of Ex-Region Vice President. Experienced mel 
who emerge from these committees should be logica 
nominees for national office. r 


CONCLUSION 


A book I might write would not describe all the vila 
work your Chapter, Region, and National Officers havay" 
done to help advance our Society. Thus, my report maj 
omit some mentions you consider important. I hope no! 


My belief is that we have some improved “products 
to market and some better methods for rendering servit4 
to our members and prospects. 


I am deeply indebted to all the many Chapter, Regio! 
and National Officers and Committee Chairmen wh 
have helped me this year. I feel confident that the! 
efforts will return very satisfactory dividends. You ¢a 
expect more progress in the year ahead with your 
coming President Dause Bibby, and his teammates | ame 
Newsome, Hugo Druehl, Maurice Bachlotte and ancho 
man Robert Curry. 
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New Management Writing 


GENERAL MANAGEMENT 


PUBLIC PERSONNEL ADMINISTRATION by 
Felix A. Nigro. 499 pp. Holt. 1959. $7.00. 

For the reader desiring a behind-the-scenes look 
at the personnel policies and techniques in the 
typical public agency. 


ORGANIZATIONS by J. G. March and H. A. 
Simon. 262 pp. Wiley. 1958. $6.00. 

Organization is discussed conceptually and his- 
torically. An outstanding treatment of innova- 
tion and planning is included. 


ORGANIZATION FOR PRODUCTION by E. S. 
ROSCOE, 525 pp. Irwin. 1959. $8.10. 

An excellent elementary text on industrial or- 
ganization and manogement. 


ORGANIZATION OF S. H. Udy, Jr. 
182 pp. Taplinger. 1959. $3. 

Theorists on productivity et find here a 
scholarly treatment of the subject in terms of 
the organization structure and society of people 
in nonindustrial cultures. 


JUNIOR BOARDS OF —o by John R. 
Craf. 162 pp. Harper. 1958. $3.5 

A splendid contribution to the es and prac- 
tice of manager development. The principles 
of Multiple Management are expounded and 
put into practical focus. 


MEN WHO ee by Melville Dalton. 318 
pp. Wiley. 1959. $6.7 

A truly valuable a4 oriented to the human 
dynamics of management and management 
sociology. 


ADMINISTRATIVE VITALITY by 
Dimock. 271 pp. Harper. 1959. $5.0! 
A broad-gauged examination of a - 
but little explored problem of management in 
any large organization. 


POLICY MAKING AND EXECUTIVE ACTION 
by Thomas J. McNichols. 707 pp. McGraw-Hill. 
1959. $8.00. 

A collection of highly interesting case histories 
which illustrate how important policy decisions 
are made in business. 


POLICY FORMULATION AND ADMINISTRA- 
TION, 3rd edition, by Smith and Christensen. 
835 pp. Irwin. 1959. $9.00. 

An enrichment of the stimulating case-history 
approach from Harvard Business School fol- 
lowed in the previous editions. A superb clinical 
study of management problems. 


MANAGEMENT IN THE HOME by L. M. Gil- 
breth, O. Thomas and E. Clymer. 293 pp. 
Dodd-Mead. 1959. $5.00. 

A classic in its field. The revised edition con- 
tains a section on the physically handicapped. 
Not only homemakers, but product-design spe- 
cialists everywhere will make this book their 
gospel. 

ELEMENTS OF PUBLIC ADMINISTRATION, 2nd 
edition, edited by F. M. Marx. 572 pp. Prentice- 
Hall. 1959. $6.95. 

Written by the same team of illustrious authors 
in the first edition, the book ref flects the most 
current changes and developments in the dy- 
namics of public administration. 


INDUSTRIAL LEADERSHIP by C. A. Weber, 
Ph.D. and J. W. Karnes, Jr., Ed.D. 226 pp. 
Chilton. 1959. $5.00. 

The teamwork approach to upgrading men and 
women to positions of leadership in industry is 
discussed in erudite fashion. 


— AND — by E. C. Bursk. 212 
Harper. 1959. $4.0 

“depth discussion the increasingly sharp 

focus of ethics, morals and religion in business 

ard economics. 


MANAGEMENT IN INDUSTRY by Claude S. 
Gsorge, Jr. 585 pp. Prentice-Hall, 1959. $10.00. 
A comprehensive text, distinctive in the fact 
that it is written from the manager's viewpoint, 


E. 


PERSONNEL 
PLRSONNEL MANAGEMENT, 4th edition, by 
M.chael J. Jucius. 763 pp. Irwin. 1959. $9.00 
Tre fourth edition ranks this volume even 
: + a among the best texts published in the 
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K-5 


K-6 


K-7 


K-8 


K-9 


K-10 


K-I 


K-13 


L-2 


L-3 


THE APPRAISAL INTERVIEW 74 Norman R. F. 
Maier. 246 pp. Wiley. 1958. $5.95 
No one can read this without gaining new in- 


sights into the interview phenomenon, Few 
authors have such deep insight into human 
reactions. 


BEHAVIOR OF INDUSTRIAL WORK GROUPS 
by Leonard R. Sayles. 182 pp. Wiley. 1958. $4.75. 
A volume recommended to those wanting a 
knowledge of group dynamics in industry. 


FOREMEN IN ACTION r! Glenn L. Gardiner. 
237 pp. Harper. 1959. $4. 

On-the-job studies of foes foremen and their 
handling of different kinds of problems—from 
grievances to training to emergencies. 


CREATIVE DISCUSSION by Rupert L. Cortright 
and —— L. Hinds. 303 pp. Macmillan. 1959. 
$6.00 

A rounded review of the growing importance 
of conference and discussion techniques to 
effective management action. 


SAY IT WITH — by Charles W. Ferguson. 
Knopf. 1959. $3. 

A practical ser to the important and dif- 
ficult art of effective writing for any purpose. 


SUCCESSFULLY FINDING YOURSELF AND 
YOUR JOB by F. A. Magoun. 250 pp. Harper. 
1959. $3.75. 

A guide for the young person seeking his first 
serious job or for the older one who wishes to 
change his career. 


THE EXECUTIVE INTERVIEW by B. Balinsky and 
R. Burger. 209 pp. Harper. 1959. $4.00. 
Written by experts, this book is for the execu- 
tive who must talk with people formally and 
informally during his work day and make im- 
portant appraisals about them. The book is 
free of technical jargon. 


MANAGER SELECTION, EDUCATION AND 
TRAINING by W. E. Bennett. 210 pp. McGraw- 
Hill. 1959. $6.00. 

A refreshing book on starting a manager de- 
velopment program and appraising existing 
programs, by one who has done it successfully 
in the Cities Service Refining Corp. 


YOU AND MANAGEMENT by D. R. Davies 
and R. T. Livingston. 272 pp. Harper. 1958. $4.50. 
Tells what you need to be a manager, how to 
appraise your present abilities and develop 
yourself systematically in managerial skill. 


MEASUREMENT AND EVALUATION OF OR- 
GANIZATION PERFORMANCE by Paul Wasser- 
man. 110 pp. Graduate School of Business and 
Public Administration. 1959. $3.75. 

Management scholars will welcome this up-to- 
date, annotated bibliography which covers ad- 
ministrative and operative management. 


HANDBOOK FOR SUPERVISORS by P. Ecker, 
J. MacRae, V. Ouellette and C. Telford. 243 pp. 
Prentice-Hall. 1959. 

A handbook of side-pocket size this is one of 
the really superior books to help the supervisor 
to develop himself into a top-grade manager. 


WAGE AND SALARY ADMINISTRATION by 
oe C. Lovejoy. 502 pp. Ronald. 1959. 
A discussion of established and evolving prin- 
ciples in the Wage and Salary Administration, 


ENGINEERING AND co. by E. 
Laitala. 391 pp. Irwin. 1959. $7. 

Engineering as a permeating Che in man- 
agement organization is discussed brilliantly. 


WAGE INCENTIVES, 2nd edition, by J. Keith 
Louden and J. Wayne Deegan. 227 pp. Wiley. 
1959. $7.00. 

This highly respected volume includes valuable 
new material bearing on performance rating 
and labor relations. 


ANALYSES OF INDUSTRIAL OPERATIONS 
edited by E. H. Bowman and R. B. Fetter. 
485 pp. Irwin, 1959. $9.55. 

Experts in linear programming discuss the 
technique in its application to numerous prob- 
lems in industry. A scholarly, practical text. 


S.A.M. BOOK SERVICE 


All books described are available for rental 
or purchase from The Advanced Manage- 
ment Library Service. Rental charges are 
$1.25 for six weeks use. Books may be pur- 
chased at discounts which are 10% for most 
new books and substantially higher for used 
copies when available. Write to AMLS., 
3209 Columbia Pike, Arlington 4, Va. 
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MARKETING 


WHOLESALING, 3rd edition, 
man, N. H. Engle and R. D. 
Ronald. 1959. $8.00. 


Buzzell. 


The third edition of this classical volume will 
further increase its status as the standard refer- 


ence in the field. 


HOW TO OUTSELL THE BORN SALESMAN 


by W. W. Frank and C. L. Li 
millan. 1959. $4.50. 


Numerous points on superior salesmanship are 
detailed with an undertone of psychological 


insight and building of self-confidence. 


WHY PEOPLE BUY by 
Liveright. 1959. $5.00 


L. Cheskin. 


A prolific writer in the field, Cheskin succeeds 
in presenting new material that should benefit 


marketing people. 


SALESMANSHIP, 2nd edition, by A. Gross. 580 


pp. Ronald. 1959. $7.00. 


One of the more sophisticated books in a 
Stresses the subject of 
rather than a 


field of many outhors. : 
salesmanship as a_ profession 
stop-gap occupation, 


ECONOMICS AND FINANCE 


MANAGERIAL ACCOUNTING by H. Bierman. 


483 pp. Macmillan. 1959. $10.00 


A splendid basic text both for the student of 
accounting and the executive undertaking ac- 


counting responsibilities. 


LABOR ECONOMICS AND LABOR RELA- 
TIONS, 3rd edition, by L. G. Reynolds. 568 pp. 


Prentice-Hall. 1959. $6.75. 
The student of the labor 
afford to overlook this book. 


BUDGETING, PRINCIPLES AND PRACTICE by 


C. Heiser, 


C.P.A. 415 pp. Ronald. 1959. 
$10.00. 


A comprehensive treatment of the management 
uses rather than the routine mechanical aspects 


of budgeting. 


THE ECONOMICS OF FREEDOM by ewe 


Salvadori. 242 pp. Doubleday. 1959. 
A calm, factual, 
capitalism today. 


TRADING STAMP PRACTICE AND PRICING 
Yoder. 


POLICY edited by A. Haring and W. O. 
390 pp. Indiana University. 1959. $6.00. 


A scholarly study of clouded issues concerning 
trading stamp economics, practices and ethics. 
thumb it 


Merchants and 
carefully. 


lawyers alike will 


THE ECONOMICS OF COMMUNIST EASTERN 
EUROPE by N. Spulber. 525 pp. Wiley and the 


Technology Press. 1957. $12.50 
Fundamental changes in 
economy are estimated. 


PORTFOLIO SELECTION by H. M. Markowitz. 
344 pp. Wiley. 1959. $7.50. 


The principles of efficient investment in securi- 
ties are detailed against the background of 
operations research, and 


finance, economics, 
electronic computers. 


AUTOMATION AND SOCIETY by H. B. Jacob- 


son and J. S. 


Roucek, eds. 553 pp. Philosophical. 
1959. $10.00. 


A unique introduction to the techniques and 


social problems of all aspects of automation. 


on UNLIMITED by S. Petro. Ronald. 1959, 


A timely review and summary of the hearings 
on labor union corruption conducted by the 


Committee. 


POLITICS by J 


Wuerthner, Jr. 
Regnery. 1959. $3.75. 


politics, 


31 


by T. N. Beck- 
705 pp. 


app. 226 pp. Mac- 


319 pp. 


movement cannot 


impartial study of } te 


the economics of 
Eastern Europe, due to Soviet influences are 
analysed and their probable impact on world 


THE BUSINESSMAN'S GUIDE TO PRACTICAL 
253 pp. 


down-to-earth guide for the businessman on 
ways and means of participating in practical 
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GLOSSARY OF 


PERSONNEL MANAGEMENT 
AND 

INDUSTRIAL RELATIONS 
TERMS 


OF MANAS 

FOR — 


Authentic definitions of 300 key terms 


based on five years of research in business practices and the consensus of busi- 
ness authorities, university specialists, and authors in the subject fields. Developed 
under the direction of the Research Project Committee: 


JOHN F. MEE 

Chairman; Professor and Chairman of De- 
partment of Management, Indiana University, 
Bloomington, Indiana. 


FREDERICK G. ATKINSON 

Vice President of Personnel and Industrial 
Relations, R. H. Macy and Company, New 
York, New York. 


PALMER H. BEAM 

Assistant Chief, Engineering Division, Vet- 
erans Administration Consolidated Center, 
Wadsworth Division, Wadsworth, Kansas. 


ROBERT K. BURNS 

Executive Officer, Industrial Relations Cen- 
ter, The University of Chicago, Chicago, 
Hlinois. 


Order from 


VINCENT A. FLYNN 
Research Director, Society for Advancement 
of Management, New York, New York. 


MICHAEL J. JUCIUS 
Professor of Business Organization, The 
Ohio State University, Columbus, Ohio. 


RALPH C. MALICK 

Supervising Industrial Engineer, Vulcanized 
Rubber and Plastics Company, Morrisville, 
Pennsylvania. 


RONALD B. SHUMAN 
Research Professor of Management, The Uni- 
versity of Oklahoma, Norman, Oklahoma. 


WILLIAM R. SPRIEGEL 
Dean and Distinguished Professor of Manage- 
ment, The University of Texas, Austin, Texas. 


JOSEPH W. TOWLE 
Professor of Management, Washington Uni- 
versity, St. Louis, Missouri. 


JAMES C. WORTHY 
Vice President, Sears, Roebuck and Company, 
Chicago, Illinois. 


DALE YODER 

Professor of Economics and Director of Indus- 
trial Relations Center; University of Minne- 
sota, Minneapolis, Minnesota. 


STAFF RESEARCH SUPERVISORS 


ROCCO CARZO, Jr. 


Assistant Professor of Management, Pennsy!- 
vania State College, University Park, Penn- 


sylvania. 


MANECK S. WADIA 
Assistant Professor of Business Administration, 
Indiana University, Bloomington, Indiana. 
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